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Editorial Comment 
THE BANKING SITUATION 


UMEROUS bank failures con- 

tinuing throughout the last year 

have naturally drawn attention 
to the banking situation generally. For 
some time these banking mortalities 
were confined to the South and West, 
where it was believed that the depres- 
sion in agriculture was responsible. But 
in the closing months of 1930 the area 
of these failures extended eastward, 
and even reached New York. For 
some time the failures were not only 
confined to the sections where agricul- 
ture is the predominant industry, but 
they were mostly in the smaller cities 


where the capital of the suspending 
banks was not large, and where the 
management lacked that degree of effi- 
ciency commonly ascribed to the banks 


in the more populous cities. But more 
recently banks have failed having large 
capital and in cities as populous as 
Louisville, Philadelphia and New York. 

It is perhaps true to state that the 
failures in the South and West were 
due chiefly to the depressed condition 
in agriculture. Probably the failures 
occurring in the larger cities may be 
justly attributed to causes within the 
banks themselves. No doubt, in all 
these cases, the difficulties encountered 
by these banks, and which proved fatal, 
were made greater by the prevailing 
business depression. 

The fact of special importance is that 
these failures and the publicity given 
them have tended somewhat to weaken 
confidence in banks generally. This is 
to be regretted. And it is believed 
that such a tendency, while explicable 
enough, is not warranted by the condi- 
tion of the banks generally throughout 
the United States. 


In the first place, all the national 
banks, and many of the state banks, are 
members of the Federal Reserve System. 
True enough, such membership is not 
an assurance against failure. But every 
member bank, with unpledged eligible 
paper, can rediscount at its Federal Re- 
serve bank, and thus secure funds to 
meet any reasonable demand. The Fed- 
eral Reserve banks, of which there are 
twelve, are in a position to meet de- 
mands for rediscounting to any extent 
likely to be made upon them. It must 
be further borne in mind, that at the 
present the borrowings of the member 
banks are at an extremely low figure. 
They can therefore make use of this 
facility as may be required. 

Quite generally, the banks in the 
larger financial centers are members of 
the local clearing house, and are subject 
to examination by such an organization. 
This tends, as experience has shown, to 
increase the safety of the banks in these 
cities. 

As to the banks outside these cities, 
they are largely owned and controlled 
by local men whose reputation for ca- 
pacity and integrity should be well 
known to those who deal with those 
banks. The grounds for confidence in 
these institutions can hardly be less than 
it has been heretofore. 

Very likely, the long-continued de- 
pression has already eliminated most of 
the weaker banks. Those that have 
withstood this severe trial have shown 
resisting powers of a high order. 

Based on a careful survey of the 
situation, it is believed that the Amer- 
ican people are justified in having faith 
in their banks. 

153 





ea 


rp me 

















— 


SE ne eae tn i ae as 











i 


pera iien 





WARE ITS Mpa Te 


= 
5 
A 
t 
H 
a 
- 2 
- 
$ 
5 






Seago 












154 FE 


PROPOSED AMENDMENTS TO 
THE NATIONAL BANK ACT 


Comptroller of the Currency makes 

several recommendations for amend- 
ing the National Bank Act. His chief 
recommendation has to do with branch 
banking, and he rejects the proposal for 
country-wide and state-wide branches, 
favoring instead the limitation of 
branches to “trade areas.” This term 
the Comptroller thus defines: “The sur- 
rounding geographical territory eco- 
nomically tributary to a city and for 
which such city provides the chief mar- 
ket and financial center may be de- 
scribed as a trade area.” But the 
Comptroller is of the opinion that 
“every city may be said to have a trade 
area, but not every trade area is suit- 
able for branch banking purposes. This 
difficulty he would meet as follows: 


[ his recent Annual Report the 


“In order to lay the basis for a sound 
system of branch banking a trade area 
should embrace within its physical limits 
a diversification of economic activities 
in order that a bank operating branches 
throughout its extent may also acquire 
a diversification in the security for its 
loans. 

“For branch banking purposes, there- 
fore, only those trade areas should be 
chosen which surround cities important 
enough to be the commercial center of 
a territory sufficient to meet the re- 
quirement of economic diversification. 

“Since the trade area under discus- 
sion is a regional economic area for 
banking purposes the status of the banks 
in a given city will furnish a guide to 
its character and extent, particularly 
the number and location of the sur- 
rounding country banks for which they 
are the principal bank correspondents.” 


The Comptroller of the Currency 
thinks “it would not be a difficult un- 
dertaking for a committee composed of 
the Secretary of the Treasury, the Gov- 
ernor of the Federal Reserve Board and 
the Comptroller of the Currency to 
select the principal commercial centers 
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in the United States for branch bank- 
ing purposes.” 


If any such allotment of territory is 
to be made, one would suppose that the 
banks in any of the chief commercial 
and financial centers might know quite 
as much about the matter as the dis- 
tinguished officials at Washington. Dis- 
trust of their suggested activity is in- 
tensified by recollection that by em- 
ploying a similar method in fixing the 
boundaries of the Federal Reserve dis- 
tricts the New Jersey suburbs, com- 
mercially a part of New York, were 
allocated to the Philadelphia district. 

In parcelling the country out into 
trade areas for branch banking pur- 
poses the Comptroller recognizes that 
there will be in some cases an over- 
lapping of areas. He proposes to meet 
this objection by putting any such com- 
munity in more than one trade area. 

To give a fair idea of the Comp- 
troller’s views as to these trade areas, it 
is essential to reproduce the following 
statement from his report: 


“These trade areas might be termed 
regional economic or trade zones to dis- 
tinguish them from the wider geo- 
graphical area with which the business 
enterprises of such city have contact. 
Banks and business generally in every 
large city may from time to time have 
trade relations and business transactions 
extending to every part of the country 
and indeed over the whole world. In 
contrast to this wider field there is an 
immediate geographical territory sur- 
rounding every large city and reaching 
out into the outlying rural communities, 
a definite area which can be determined 
by boundary lines embracing a popula- 
tion having customary access to such a 
city as the principal market.” 


The Comptroller admits that “busi- 
ness and industry pay no heed to state 
lines in the use of banking facilities.” 
Is there any warrant for believing that 
they would be any more regardful of 
arbitrary trade areas devised at Wash- 
ington? 

What the Comptroller hopes to ac- 
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complish by his suggestions is to secure 
that diversification of industry and 
trade which he and many banking au- 
thorities consider essential to safe bank- 
ing operations. But, obviously, some of 
the trade areas would fall short of the 
attainment of this ideal. In some of 
them agriculture would be the pre- 
dominating industry, and in others 
manufacturing would be mostly of a 
special kind. 

If ideal diversification is to be had it 
can only be through nation-wide branch 
banking. Some time might be required 
before the banks of Boston, for ex’ 
ample, would be able to finance the 
fruit industry of California as efficiently 
as do the banks of that state, but by 
having securities in their portfolios rep- 
resenting alike citrus fruits and codfish 
the Boston banks would at least have 
diversification. 


TIMID APPROVAL OF BRANCH 
BANKING 


OR some time the Comptroller of 
the Currency and other advocates 
of branches of national banks have 
extolled the advantages of metropolitan 


banking. The Comptroller's Report 
was perhaps prepared too early to take 
note of the failures in Louisville, Phila- 
delphia and New York, a failure in the 
latter city carrying with it the closing 
of some sixty branches in one city in 
a single day. 

But conceding the claim of the 
Comptroller and other friends of branch 
banking, that the great banks of the 
financial centers are as a rule stronger 
and more capably managed than the 
majority of country banks, why should 
these superior advantages of metropoli- 
tan banking be circumscribed by 
theoretical trade areas? Why not bring 
to the remotest hamlet of the land the 
blessings that would follow the estab- 
lishment of a branch of a New York 
or Chicago bank? The advocates of 
branch banking should have the cour- 
age to follow out their convictions. 
What they are doing is to put forth a 
half-hearted approval of branch bank- 


_ing, designed to placate the rural sec- 
‘tions and to enlist political support in 
behalf of their proposal. 

Branch banking entails enlarged and 
heavy responsibilities. The Comptroller 
would permit trade-area branches to 
banks with a minimum capital of 
$1,000,000. Even with branch banking 
limited as the Comptroller proposes, 
this capital is altogether inadequate. As 
a matter of fact, in most of the trade 
areas there are few banks with sufh- 
cient capital to embark in branch bank- 
ing; and if branches are to be estab- 
lished in a trade area, an increase of 
capital would be necessary, or perhaps 
the consolidation of a number of exist- 
ing banks. 

Nor must it be forgotten that, ex- 
cept in a few of the states and in 
some of the larger cities, we have no 
banks experienced in the establishment 
and management of branches. In time 
such experience would be acquired, but 
in the meantime branch banking would 
suffer through lack of it. 


ONE SYSTEM OR THE OTHER 


HIS country is now engaged in a 

controversy between branch bank- 

ing and the system of unit banks. 
This controversy is sharpened by the 
failure of over 5000 banks in the last 
ten years. As the Comptroller says, 
these failures have occasioned wide- 
spread distress. But this 
rate of bank mortality has been due, 
in part, to influences which have had 
an unfavorable effect on business gen- 
erally. Perhaps these numerous failures, 
much as the sufferings they have en 
tailed are to be deplored, are not 
lacking in compensations. They have 
weeded out a rather thick growth of 
banks trying to live in a sickly soil. 
The troubles of these banks have been 
due not so much to the lack of diversi- 
fication as to the lack of good business 
of any kind. Even where the failures 
have deprived some localities of banking 
facilities altogether, it may appear on 
investigation that such facilities were 
not really warranted by the business at 
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hand. To establish a bank in a com- 
munity where there is insufficient busi- 
ness to sustain it is a case of putting 
the cart before the horse. Probably, in 
most instances, these failures have still 
left in operation all the banks needed. 
It is hoped that state bank officials and 
the Comptroller of the Currency may 
refrain from granting authority to 
charter banks in places where there is 
no real demand for them. 

It has been pointed out that there 
is now going on a movement designed 
to supplant unit banking with branch 
banks. The Comptroller views the 
struggle with a complacency that the 
independent bank can hardly share. He 
says: 


“Small country banks need have no 
fear that they would be driven out of 
business through the establishment in 
their communities of de novo branches 
by city banks. Such a _ procedure 
would be highly abnormal and it is in- 
conceivable to me that any Comptroller 
of the Currency would lend his office 
to its support. The natural develop- 
ment of rural branch banking would 
occur through the consolidation with or 
purchase of country banks by the city 
branch banking institutions upon such 
terms as would be agreeable to each. 
The conversion of the local bank into 
a branch of the city bank in this man- 
ner would have no disturbing effect 
upon the local banking situation.” 


How the “small country bank” is to 
stand up under the competition ot 
branches of the big city banks, the 
Comptroller fails to tell us. “The con- 
version of the local bank into a city 
bank in this manner (by the consolida- 
tion or purchase) would,” he claims, 
“have no disturbing effect upon the 
local banking situation.” Surely it 
would destroy the local bank as an 
independent institution, and this would 
be of some importance to its officers. 
It would, besides, have the effect of 
transferring ownership and management 
of the local bank to outside intereste 
with whom the people of the com- 





munity would have to deal instead of 
with a bank owned and officered by 
local men. This change might not 
disturb the Comptroller at Washington, 
but would hardly be regarded in the 
same light by others more directly con- 
cerned. 

“Trade-area” branch banking is a 
preliminary step in the inauguration of 
nation-wide branch banking. If that 
is what the bankers of the country 
want; if the time has come to give to 
a comparatively few great banks in the 
large cities a practical monopoly of the 
banking business in the United States; 
if Congress and the people of the 
country are in favor of this change, 
then it will be made. But before it is 
made, there should be a full and fair 
discussion of the whole subject, and a 
clear understanding of what such a 
change will mean. 


GROUP BANKING AND THE 
BRANCH SYSTEM 


of the Currency branch banking is 
preferable to group banking. On 
this point he says: 


[: the opinion of the Comptroller 


“That the development of group 
banking has been remarkably rapid 
during the last two years is attested 
by the fact that on June 30, 1930, there 
were in existence in this country 289 
group and chain banking organizations, 
controlling 2144 banks, with loans and 
investments of approximately $12,00(,- 
000,000, or nearly 21 per cent. of the 
total loans and investments of all the 
banks in the country. 

“In not a few instances a_ highly 
constructive service has been rendered 
by group systems in taking over smaller 
banks which have found themselves in 
a position where they could no longer 
function profitably or safely under the 
conditions with which they were con- 
fronted. However, it is a rather signifi- 
cant fact that both group and chain 
banking have had their greatest de- 
velopment in the states where branch 
banking is prohibited. A recent survey 
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discloses that in the nine states and 
the District of Columbia, wherein state- 
wide branch banking is permitted, there 
were eighty-six banks in group and 
chain systems and 847 branches located 
outside of the head office cities, besides 
461 branches located in head office 
cities. In the twenty-two states in which 
state-wide branch banking is prohibited, 
however, there were 1242 banks in 
‘roup and chain systems. In_ these 
cwenty-two states there were twenty- 
ive branches located outside of the head 
fice cities and twenty-seven in head 
fice cities, all of which were estab- 
ished prior to prohibitory legislation. 

“A highly important advantage 
yossessed by branch banking over group 
banking is the adaptability of the 
former system for extension into the 
most remote hamlets, while, generally 
speaking, group banking facilities are 
enjoyed only by those communities 
which are able to support a well-man- 
iged independent bank. My observa- 
tion has been that group banking, 
instead of alleviating the rural banking 
situation, has as a rule taken over only 
the stronger local banks in prosperous 
communities, leaving the weaker in- 
stitutions struggling for a meager ex- 
istence. Failures of these weaker banks 
have left many communities wholly 
without local banking facilities, which, 
however, could readily be supplied by 
branches of the larger city banks, with 
but a minimum of overhead expense to 
the latter institutions.” 


Should group banking continue to 


develop, the country may have to 
choose between this type of ownership 
and the branch system. In this event 
the controversy mentioned above would 
be shifted to a contest between these 
two modes of banking, instead of be- 
tween unit banks and the branch sys- 
tem. If the group system is to persist 
and to be extended, the holding com- 
panies owning the stock of the members 
comprising the group should be brought 
under official supervision. 

The Comptroller makes the following 
recommendation relating to this matter: 
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“Group banking in the main is in 
capable hands, and includes some of 
the best-managed banks in the country. 
However, the field of group banking is 
now open to every type of operator or 
promoter who may be able to purchase 
bank stocks. This constitutes a source 
of potential danger. In order to facili- 
tate the supervision of group banking, 
in those cases where the Federal 
Government has any responsibility, it is 
my view that no national bank should 
be permitted to become a constituent 
of such a group, except upon the con- 
dition that all other banks in the 
group are also national banks. The 
Comptroller of the Currency under 
these conditions could more effectively 
examine and supervise the entire group 
operations. It is therefore my view that 
group banking should be brought under 
the visitorial powers of the Federal 
Government in those cases where mem- 
bership in the group is composed in 
whole or in part of national or state 
member banks of the Federal Reserve 
System. Legislation along these lines 
seems to be necessary in the public in- 
terest.” 


Whether it would be practicable, or 
even desirable, to forbid national banks 
from becoming members of a group 
made up in part of state banks, is open 
to question. But the recommendation 
of the Comptroller for extending the 
visitorial powers of the Government is 
clearly in the public interest. Such 
supervision should be welcomed by all 
properly-organized and. well-managed 
group systems. 


INVESTMENT COMPANIES 
AFFILIATED WITH NA- 
TIONAL BANKS 


NE recommendation made by the 
C) Comptroller will attract special 

attention at this time. It is as 
follows: 


“The enactment of legislation vest- 
ing authority in the Comptroller of 
the Currency to examine security or 
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investment companies affliated with 
national banking associations is recom- 
mended. These companies are generally 
so closely allied with the national asso- 
ciation that it is not always possible 
to ascertain the true condition of the 
national association without knowing 
the exact condition of its affiliate.” 


Some recent failures where such 
affiliates existed have given particular 
timeliness to this recommendation. The 
operations of these affiliates have in 
certain instances proved a source of 
weakness to the parent bank. 

Originally, in some cases, these 
securities affiliates were formed with a 
laudable object—to divest the parent 
bank of securities which it could hardly 
hold with propriety. But latterly the 
afhliated company has become an in- 
vestment concern engaged in buying 
and selling securities. 

It would be in the public interest to 
have these securities affiliates of national 
banks brought under Federal super- 
vision. Congress should act promptly 
and favorably on the Comptroller's 
recommendation for such supervision. 

Theoretically, it would seem desirable 
to deal with a securities company afhli- 
ated with a large and strong national 
bank. In practice this has not always 
been true. There is a tendency among 
some of these affiliated investment con- 
cerns to rely too much on the reputa- 
tion of the bank with which they are 
associated. 

That some of these concerns are man- 
aged with great ability and with careful 
regard to sound principles is a fact not 
open to question. But there are enough 
of the other kind to justify such Fed- 
eral supervision as the Comptroller 
recommends. 

Probably we are approaching a time 
when it will be necessary to give con- 
sideration to a different policy regarding 
the handling of investment securities 
generally. It may be found desirable 
to confine this business to investment 
banks, specially incorporated for the 
purpose. and not owned by or affiliated 
with other banking institutions. 





There are numerous investment 
dealers and investment affiliates of banks 
worthy of public confidence. Their 
legitimate operations will be helped by 
the adoption of measures designed to 
restrain the activities of those of a 
different character. 

Only in comparatively recent years 
have investment securities attained their 
present importance in banking. Now 
such securities, either as investments or 
as collateral for loans, have taken first 
place in banking portfolios. This de- 
velopment gives rise to a new set of 
problems requiring attentive study. 


THE CAPITALISTIC SYSTEM 


Unless we adapt our capitalistic society 
to the needs of the present age, and adapt 
it to social planning and control, some form 
of communism inevitably will be thrust upon 
our children. Meantime, verbal attacks 
upon communism will avail us nothing. 

—The Rev. Harry Emerson Fosdick. 


y ‘HIS opinion of the distinguished 
New York clergyman is entitled 
to consideration, especially since it 

undoubtedly represents a view rather 

widely entertained at the present time. 

Before joining in an_ indictment 

against “our capitalistic society,” based 
on its lack of adaptability to the needs 
of the present age, it may be well to 
remind ourselves that perhaps at no 
other time in recent history has so 
much effort been expended in this 
direction. The portion of the earnings 
of capital devoted to “social service” 
grows ever larger and larger. By 
voluntary contributions from the great 
industries and banks, and by increased 
tax levies, colossal sums are being ex- 
pended annually with the object of 
making life more tolerable and happier 
for the masses of mankind. Whether 
these contributions and taxes are effec- 
tively employed, is another question. 
Much of the huge sums thus annually 
diverted from productive enterprise 
passes through the hands of Govern- 
ment or charitable organizations and is 
thus absorbed with diminished benefit 
to the intended beneficiaries. 
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That “our capitalistic society” has 
been already subjected to a large degree 
of social planning and control is a fact 
which can. scarcely have escaped the 
notice of those who have given the 
matter much attention. One has only 
to recall the social services of the 
Rockefeller and Gage foundations, 
whose efforts to ameliorate social condi- 
tions have been supplemented by 
numerous individuals possessing great 
wealth. Capital is also subjected to 
10 inconsiderable amount of control 
yy the forty-eight states and by the 
Federal Government. Our banks, rail- 
ways and public utilities generally are 
imong conspicuous examples of the 
xercise of such authority. Even pri- 
vate business enterprise does not escape 
the eye of the Federal Trade Commis- 
ion. The problem of unemployment 
is engaging the earnest study of many 
of our great industries, and some of 
them have adopted practical measures 
to lessen the distress it causes, and if 
possible to avoid it altogether. 

No doubt war continues to be the 
chief hindrance to a continued and 
widespread prosperity. But it is not 
clear that capitalism is justly to be 
charged with responsibility for war. 
An exaggerated nationalism and wrong 
ideas about international trade, together 
with the scheming of politicians, are 
quite as much or more to blame. Any 
one who thinks that capitalism gains by 
war must be incapable of reading 
present stock exchange quotations. 


REDUCTION OF THE DISCOUNT 
RATE 


Y reducing the rate of rediscount 
B to 2 per cent. the Federal Re- 

serve Bank of New York has set 
a new low record for the entire history 
of the Federal Reserve System. At the 
time the reduction was made, on De- 
cember 24, it marked the lowest rate 
for any of the great central banks of 
the world. The action of the New 
York bank was followed very promptly 
by the Bank of France, which named a 
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similar rate, and some of the other 
Federal Reserve banks have also made 
some reductions of their rates. 

This lowering of the rate of discount 
of the Federal Reserve Bank of New 
York and of the Bank of France to the 
low figure named will undoubtedly have 
an important effect on the international 
banking situation. It will, in the first 
place, make it less difficult than it has 
been for the Bank of England to retain 
its gold reserve at a point held to be de- 
sirable. As the rate on foreign balances 
in New York has been lowered, follow- 
ing the Federal Reserve Bank’s action, 
gold exports to England will probably 
take place unless the Bank of England 
also lowers its present rate. Lower 
discount rates here will also add to 
the extension of our already large and 
increasing acceptance market. 

As to the effect of the low discount 
rate on the bond market, stock ex- 
change dealings, and on the business 
situation generally, opinion is divided. 
For some time discount rates have been 
low enough, it would seem, to make it 
easy for all these activities to cast off 
the hesitation they have displayed. The 
conclusion seems warranted that some- 
thing more is needed to increase the 
speed of the country’s financial and 
business mechanism. 

In some quarters there is 


a disposi- 
tion to criticise the action of the Fed- 
eral Reserve Bank of New York for 


reducing its rate. This view holds that 
inasmuch as our present difficulty is 
largely owing to credit inflation, it is 
not to be cured by the application of 
the same remedy as that which occa- 
sioned the disease. But, in opposition 
to this view there is another, namely, 
that as the country has been deflating 
for more than a year past, this process 
has gone far enough, and that it is 
now time to turn in the opposite direc- 
tion. At a time of depression like the 
present the dangers to be apprehended 
from inflation are not so great as 
those which existed prior to the time 
the present deflation began. It is 
doubtful, in the absence of other fav- 
orable factors, whether a low discount 
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rate will of itself greatly stimulate 
activity in the stock market, a marked 
rise in bond values, or an increased 
impetus to enterprise generally. Even 
should it be effective in any or all 
these directions, such a result, to a 
moderate extent at least, need cause 
no great concern. We are at a point 
where further depression in industry, 
and a fall in the prices of commodi- 
ties and of securities, would accentuate 
a depression already serious enough. 

Should it be found that the low dis- 
count rate operates to bring about a 
resumption of speculation, the rate can 
be advanced. The action of the New 
York Federal Reserve Bank in putting 
down its rate of discount to 2 per cent. 
may have results of an_ instructive 
character. 


SECRETARY OF THE TREAS- 
URY’S REPORT 


S usual the Annual Report of the 
Asses of the Treasury on the 
state of the finances contains a 
wealth of information in regard to the 
fiscal operations of the Government. 
Unhappily, some of this information is 
not of a very welcome character. While 
for the fiscal year ended June 30, 1930, 
there was a surplus of $183,789,214, 
the estimates for the fiscal year to end 
June 30, 1931, indicate a deficit of 
$180,076,657. But there is comfort to 
be taken from the fact that the public 
debt during the fiscal year ended June 
30, 1930, was reduced by $745,889,448, 
and even greater cause for satisfaction 
in learning that since the beginning of 
the war debt reduction in 1920 the 
debt was reduced up to June 30 last 
by more than $9,296,000,000, or about 
364 per cent. 

After stating that the 2 per cent. 
consols of 1930 would not be called 
for redemption after April 1 next, 
Secretary Mellon says: 


“The Panama 2’s likewise are now 
subject to call, but have fixed maturi- 
ties, one series in 1936 and the other 
in 1938. These three issues of 2 per 


cent. bonds are the only outstanding 
bonds of the United States bearing the 
so-called circulation privilege, and on 
June 30, 1930, a total of $666,219,750, 
of an aggregate total of $674,625,630 
outstanding, was on deposit with the 
Treasurer of the United States as 
security for the issue of circulating 
notes by national banks.” 


From this statement it may be in 
ferred that the circulation privilege o! 
the national banks will for some tim: 
to come remain undisturbed. 

The report gives the following in 
teresting information respecting branch 
group and chain banking: 


“In my last annual report I referred 
to the recent growth in branch and 
group banking, to the influences which 
lie back of this growth, and to the need 
for thorough study of the situation 
Active investigation of the subject 1s 
now in progress. 

“The status of branch-operation and 
multiple banking systems at the present 
time is indicated by data compiled by 
the Federal Reserve Board. According 
to the board’s statistics, on June 30, 
1930, 817 of the 23,852 banks of all 
classes’ in the country were operating 
3618 branch offices, as compared to 
818 banks with 3440 branches at the 
end of June, 1929. On the same date 
2144 banks were reported as affliated 
in chain or group systems, as against 
1802 so reported a year earlier. Al- 
though the number of branch bank 
systems decreased by one during the 
year 1930, sixty-eight banks which 
were previously non-branch-operating 
organizations established branches. This 
addition to the number of branch- 
operating banks was offset mainly by 
decreases resulting from mergers and 
suspensions. The banks that were 
operating branches at the end of June, 
1930, included 165 national banks 
with a total of 1041 branches; 169 
state member banks of the Federal Re- 
serve System with 1308 branches; and 


*Exclusive of private banks not under 
state supervision. 
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483 nonmember banks with 1269 
branches. 

“The loans and _ investments of 
branch-operating banks aggregated 
$25,161,000,000 on June 30, 1930, or 
about 43 per cent. of the loans and in- 
vestments of all banks in the country, 
which totaled $58,108,000,000 on that 
date. Branch-operating banks number- 
ing 575, with loans and investments of 
about $20,613,000,000, were located in 
states which permit branches only in 
the city in which the parent bank is 
located or in contiguous or immediately 
adjoining territory, while 218° branch- 
operating banks with loans and invest- 
ments of about $4,047,000,000 were 
reported from banks in the nine states 
and the District of Columbia which 
permit state-wide branch banking. 

“The area in which branch banking 
existed on June 30, 1930, comprised the 
District of Columbia and all states 


except Colorado, Connecticut, Florida, 
Idaho, Illinois, Iowa, Kansas, Missouri, 
Montana, Nevada, New Mexico, Texas, 
Utah, and West Virginia, in which 


states the establishment of branch offices 
is prohibited, and North Dakota. Okla- 
homa, South Dakota, and Wyoming 
where no legislation respecting branch 
banking has been enacted. Very few 
branches existed, however, in some of 
the states included in the branch-bank- 
ing area, in fact, four of the states had 
a total of only seven branches. More- 
over, in eight of the states in which 
one or more branches were in operation 
in Tune, 1930—Alabama, Arkansas, 
Indiana, Minnesota, Nebraska, Oregon, 
Washington and Wisconsin—the estab- 
lishment of additional branches is pro- 
hibited. State-wide branch banking is 
permitted in ten states: Arizona, Cali- 
fornia, Delaware, District of Columbia, 
Maryland, North Carolina, Rhode 
Island, South Carolina, Vermont, and 
Virginia. 


? Of the remaining branch-operating banks, 
twenty-three were in states where the estab- 
lishment of new branches is prohibited, and 
one was in New Hampshire where state 
legislation contains no provision relating to 


branch banking. 
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“Problems raised by the recent in- 
crease in the number of branch, group, 
and chain banking organizations are 
now the subject of investigation. Dur- 
ing the last year a committee of Con- 
gress has conducted a broad inquiry of 
the subject, obtaining testimony from 
many leading banking authorities. The 
subject is also being studied by the 
Comptroller of the Currency and by 
the Federal Reserve Board. These and 
investigations by various private groups 
should provide a valuable fund of in- 
formation by which to judge the rela- 
tive advantages and limitations of 
various forms of banking organizations, 
and should indicate the character of 
such legislative measures as may be 
necessary to insure the orderly de- 
velopment of our banking structure 
along the lines best suited to meet the 
varying and expanding needs of the 
country’s industry and commerce. In 
view of the great importance to the 
nation of a strong and efficient bank- 
ing system organized to provide for 
the requirements of the smallest as well 
as the largest users of credit, commit- 
ments regarding legislation governing 
the operation of branch, group and 
chain systems should await the comple- 
tion of investigations now in progress.” 


GROWTH OF ACCEPTANCE 
BUSINESS 


T the annual dinner of the Ameri- 
A= Acceptance Council, held in 
New York on November 17, 
some interesting information regarding 
the growth of the acceptance business 
was given by F. Abbot Goodhue, presi- 
dent of the council. From his address 
the following extracts are taken: 


“The steady growth of the use of 
acceptances during the last ten years 
has been most gratifying and the total 
outstanding bills as of October 31, 
1930, of $1,508,243,726, as compared 
with outstandings of $1,540,738,123 on 
the same date last year—a decrease of 
only 2.11 per cent., and this in spite 
of the world-wide business depression, 
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the decline of about two billion dollars 
in our foreign trade, and the very sub- 
stantial drop in all commodity prices— 
are evidence of the commanding posi- 
tion which this form of financing has 
attained. It is very striking to note 
that in spite of a decline in our foreign 
trade of over 25 per cent. and in com’ 
modity prices of at least 15 per cent., 
the monthly average volume of accep- 
tances outstanding during the first ten 
months of 1930 has increased 19 per 
cent. over the corresponding period ot 
last year. 

“The gain in importance of our ac- 
ceptance market in financing our own 
foreign trade is strikingly indicated by 
the latest figures published by the 
Acceptance Council, which show that 
about 69 per cent. of our total exports 
and about 57 per cent. of our imports 
for the first nine months of this year 
were financed by dollar acceptances, 
compared with 51 per cent. and 49 
per cent. for 1929 and 50 per cent. and 
48 per cent. for 1928. American 


agriculture has also taken advantage 


of this means of financing its ware- 
housed products in a larger way than 
ever before, as is indicated by the 
October 31 figures which show that 
over $234,989,000 or 15.6 per cent. of 
the total acceptances outstanding on 
that date had been issued to finance 
readily marketable staple commodities 
stored in domestic warehouses. ‘These 
figures, of course, reflect the financing 
by means of acceptances of the wheat, 
cotton, wool and other smaller crops by 
the various agencies fostered by the 
Federal Farm Board, to the extent of 
approximately $73,000,000. The ad- 
vantageous discount rates which have 
prevailed for the greater part of the 
year have meant substantial savings in 
the farmer’s carrying charges. 

“There were many doubting 
Thomases in the early: life of the dollar 
acceptance who did not hesitate to 
say that the American bankers would 
never be able to develop a substantial 
and continuing acceptance business or 
a genuine discount market, and that 
the American acceptance business would 
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prove to be only a flash in the pan, 
which had sprung up and grown to 
such proportions as a result of war 
conditions, and was bound eventually 
to fade into comparative insignificance, 
returning to the old world countries, 
particularly London and Amsterdam. 
The opposite has proved to be the 
case, and while London and Amster- 
dam have regained a large part of their 
pre-war volume, the United States has 
remained in the forefront of the ac- 
cepting nations, constantly developing 
this type of credit and continually en- 
larging its fields of activity. In order 
to round out this development, the ex- 
tension and broadening of the discount 
market alone remains to be accom- 


plished.” 


Mr. Goodhue thus discussed the 
difficulties in further extending the 
acceptance business because of the com- 
petition of the call loan market: 


“None of the leading European 
countries with highly developed central 
banking systems is handicapped and en- 
dangered as we are by the usurpation 
of the functions of a country-wide bill 
market by an overtowering call loan 
market on the Stock Exchange. The 
Federal Reserve System was a tremen- 
dous step in advance, but its full 
benefits to which the nation is entitled 
cannot be realized until we have a 
broad and freely functioning discount 
market. The present method by which 
the banks in the larger financial centers 
regulate their daily cash positions by 
putting out their surplus funds in call 
loans on the Stock Exchange or by re- 
plenishing their cash when they are 
short by calling in these loans, is en- 
tirely unscientific, unsound and unsafe, 
for these so-called reserves in times of 
stress are apt to prove reserves only in 
name, not being based on self-liquidat- 
ing transactions or on securities eligible 
for rediscount with the Federal Reserve 
banks. This condition was vividly 
brought home to every bank in the 
country last year when the break on 
the New York Stock Exchange occurred 
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and the out-of-town banks and other 
lenders became nervous and wished to 
vet their money out of the stock 
market. The figures reveal that the 
loans called by the out-of-town lenders 
were not actually paid and liquidated, 
but were taken over by the New York 
banks. If this had not been done the 
vut-of-town lenders would have found 
their so-called liquid secondary reserves 
turned into frozen loans over night and 
a country-wide catastrophe might have 
resulted. The New York banks, on 
the other hand, not only were unable 
to mobilize their secondary reserves 
which they had on call for their own 
iccount, but had to strain their own 
resources and rely on their ability to 
rediscount their eligible paper with the 
Federal Reserve Bank in order to take 
wer the loans they had made for 
iccount of others. 

“While banks carry the bulk of 
their secondary reserves in call loans, 
which cannot be liquidated in times of 
stress on the Stock Exchange, the Fed- 
eral Reserve banks cannot exercise one 


of the chief functions for which they 
were created; nor can they have the 
control over the ebb and flow of money 
and credit which they must exercise 
in order to stabilize credit and obviate 
the violent fluctuations in money rates 
we have witnessed during the last two 


years. If a part of the banks’ secon’ 
dary reserves were carried in bills, then 
in case of need the banks could at 
once dispose of them in the open mar- 
ket or by sale to the Federal Reserve 
banks. Thus these reserves would im- 
mediately become available to the banks 
before having to sell or borrow against 
their United States Government bonds 
or rediscount their customers’ paper, 
keeping these assets free for use in 
case of further need. Under these 
conditions the Federal Reserve banks 
would have their fingers on the pulse 
of the situation and would be able to 
render direct assistance, instead of 
standing outside while the Stock Ex- 
change acts as the daily regulator of 
the banks’ reserve funds. 

“The banks, instead of pumping their 


surplus funds into the stock market— 
which at times causes a glut of credit 
of this nature, unduly lowering rates 
and consequently encouraging specula- 
tion—should adjust their daily cash 
positions by granting or calling loans 
to dealers against bills or by the pur- 
chase or sale of prime bankers accep- 
tances. This procedure would insure a 
constant flow of funds through the 
bill market which would directly re- 
dound to the benefit of the active and 
potential users of bills, thus benefiting 
all branches of production and dis- 
tribution. 

“Unfortunately, the banks have done 
practically nothing to bring about these 
changes, largely because of the fear of 
a moderate loss of revenue due to the 
fact that in normal times the rates 
for prime bills have ruled slightly below 
the rates for Stock Exchange call loans. 
This latter narrow point of view has 
been most discouraging, especially when 
one realizes the far greater benefits that 
would come to the business world and 
the immeasurable strength that would 
be added to the Federal Reserve Sys- 
tem and the entire banking structure of 
the country if a portion of the secon- 
dary reserves of the banks were properly 
invested. 

“The inertia of the banks could be 
overcome either by showing them some 
tangible inducement or by compulsion, 
which means legislation. Of the two 
the former is preferable, keeping the 
latter step as a last resort. The tangible 
inducement would be to make the in- 
come from acceptances tax free to all 
corporate holders.” 


The linking up of reserves with the 
call loan market is a part of our bank- 
ing traditions, and one not easily dis- 
carded. This practice works well 
enough in ordinary times, but when 
liquidation on a large scale takes place, 
as happened in the autumn of 1929, 
serious trouble occurs. 

Mr. Goodhue ascribes the reluctance 
of the banks to bring about the changes 
which he mentions to “the fear of a 
moderate loss of revenue due to the 
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fact that in normal times the rates for 
prime bills have ruled slightly below 
the rates for Stock Exchange all 
loans.” But perhaps this lack of en- 
thusiasm on the part of the banks for 
divorcing themselves from the call loan 
market arises from the fact that in 
other than “normal times” the call 
loan rate is much above the rate for 
prime bills, and, as was shown in 1929 
and at least for a considerable period 
before, these eras of high call loan rates 
are by no means brief. This objection 
would be partly met by the relief from 
taxation which Mr. Goodhue suggests, 
though it may be doubted that this 
alone would prove a sufficient induce- 
ment to the banks to make the desired 
change. At any rate, Mr. Goodhue has 
brought forward in his address a matter 
of major importance to the banking in- 
stitutions of the country. It is a sub- 
ject worthy of careful study. 





BANKERS START NATIONAL 
SAVINGS CAMPAIGN 


DECLARING that in many cases “un- 
scrupulous methods have been used to 
make savings depositors dissatisfied with 
their banking relations,” and that “nu- 
merous competitors are challenging the 
right of banks to the savings of the 
American people,” savings bankers have 
started a nation-wide movement to com- 
bat such efforts, according to the Amer- 
ican Bankers Association Savings Bank 
Division, which heads the movement. 
The campaign will also aim to popu- 
larize savings accounts in banks along 
general lines. 

“The object is to popularize the sav- 
ings account in banks and thereby offset 
with new deposits withdrawals of money 
which naturally will be needed in busi- 
ness as soon as conditions move toward 
a normal basis,” the announcement says. 
“The savings account in many banks 
has been permitted to grow as best it 
could with a minimum of attention. 
Comparatively little attention has been 
given to improving its position and 
making it more attractive. 








“Numerous competitors have ap- 
peared on the scene and are challeng- 
ing the right of banks to the savings of 
the American people. They have 
adopted the most modern methods for 
bringing about a reinvestment of funds 
on deposit in savings accounts. Un- 
fortunately, in many cases, unscrupulous 
methods have been used in order to 
make savings depositors dissatisfied with 
their banking relations. In some sec- 
tions the attack on savings accounts has 
been pronounced.” 

The division’s statement gives the ex- 
perience of a leading savings banker 
who became suspicious of the effect 
which certain widespread campaigns 
were having on the minds of savings 
depositors and interviewed nearly five 
hundred of them “to find out whether 
or not they were being influenced by 
the misinformation passed out to them.” 
He is quoted as saying: “I found nine 
out of every ten I interviewed had been 
so influenced as to be in a quandary 
whether they should continue to keep 
their savings in a bank or invest them 
elsewhere.” 


The division declares that “the solu- 
tion for this condition of uncertainty 
is for our banks to institute a virile 
nation-wide campaign of education, 
using advertising and publicity as chan- 
nels through which to reach the pub- 
lic’ and that the committee “now ap- 
peals to every banker in the United 
States interested in the savings business 
to join hands in support of a great 
campaign, designed to enlighten the 
people. If banks will co-operate, the 
committee is confident that the savings 
account can be maintained in its right- 
ful and well earned position as an in- 
vestment for the average saver.” 


It continues: “After careful study 
and research, the committee has reached 
the conclusion that since savings de- 
positors are being made dissatisfied with 
their savings accounts through mislead- 
ing advertising, the best antidote for 
such a condition is for the banks to lav 
the truth before the people through 
wide publicity, sponsored by the banks.” 
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Investment Advice and the Grief 
It Brings 


By J. H. Simpson 


“What do you do when a client asks your 
advice on stocks or bonds? No doubt you 
are frequently asked to advise on this im- 
portant subject. 

“Selecting investments for your clients 
places a responsibility upon the banker. If 
the stock or bond selected goes down in 
value your client, naturally, is not pleased 
and is apt to tell you so. 

“Among our banking correspondents we 
find that there is a growing feeling of un- 
certainty as to what to advise. Bonds can 
sometimes prove just as treacherous as stocks, 
so it is no solution to limit your recom- 
mendations to bonds just because they are 
bonds. 

“In fact, we believe that the stocks of 
certain investment trusts are safer for you 
to recommend than many bonds and than 
nearly all stocks, on account of the element 
of diversification. One of the best of the 
investment trusts, in our opinion, is the 
see ae Trust, shares in which we are offer- 
ing to our banking correspondents at... .” 


HE above is a typical extract from 
market letters which are being 
distributed by the metropolitan 
banks, usually through their subsidiary 
securities companies, to their corre- 
spondent banks. But let me say now 
that this article is not an attack on 
either metropolitan bank tactics or on 
the much talked about investment trusts. 


* * * 


But the thought just occurred to me 
that the business of banking, as it is 
practiced in this country, is unique 
among businesses. Almost I am tempted 
to come round to the view of those 
among us who contend that it is not a 
business—that it is a profession, for 
surely only “professional men” could 
be excused some of our unbusinesslike 
acts of the last decade. 

We have—if any non-banker reads 
this let me say that I have his raucous 
laughter all discounted—done good to 
those who harm us. Or at least we 


have tried to do good to them. We 
have cashed checks for strangers, and 
we have accepted the resultant losses as 
a “risk in the business.” Business? 
Call it, rather, philanthropy. And we 
have encouraged small depositors to 
open checking accounts, giving them 
leather wallets costing twenty cents 
apiece, check books and _ statements, 
calendars, pocket banks, memorandum 
books, pencils, paper knives (who knows 
what some banks have not given away) 
and what do we get? Abuse. Abuse, 
in the matter of checking accounts, for 
instance, because we have at last 
wakened up to the necessity of partly 
recovering our losses by charging a 
dollar a month. In short, in this mat- 
ter of “service’’ we reached, in the 
great boom, what is known in logic as 
a reduction to the absurd. The thing, 
I think, was only equalled by the gaso- 
line filling stations who, in return for 
a sale of ninety cents’ worth of gasoline 
(sometimes at an actual loss) gave you 
free air, free water and free wipes. 

But when I say that we tried to do 
good to those who harmed us I refer to 
our crowning absurdity—our earnest 
endeavors to assist those who were not 
satisfied with the interest we were pay- 
ing them to find a more satisfactory 
“outlet for their funds.” 

If your experience agrees with mine 
you will no doubt have found that the 
man who bought a bond or a stock 
through your bank and made money on 
it (people used to, you know) invari- 
ably attributed his gain to his own 
beautiful sagacity. But if the same 
man bought and lost—he blamed his 
loss on you! In other words, if a man’s 
investment appreciates he says “I bought 
it,” but if it depreciates, it’s “you sold 
it to me!” 

Many bankers thought to protect 
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themselves from the results of this at- 
titude of mind—an attitude which is 
generically termed “human nature”— 
by refusing to recommend any stocks; 
instead limiting their advice to “govern- 
ment bonds.” But the point is that our 
clients did not want Liberty’s even at 
a 4 per cent. yield. They wanted, bless 
you, 7 per cent. So away we went to 
Central Europe and South America and 
today the banker who sold his cus- 
tomers these bonds is in the same boat 
with his seemingly more reckless con- 
trere who set himself up as a water- 
diviner in common stocks. 

And the people who, with discredit 
to ourselves, we thus sought to help, 
were our own depositors. Just stop and 
think what that means. 

A banker is a middleman—a middle- 
man between the depositor and the bor- 
rower. The banker’s profit is a middle- 
man’s profit. The depositor, let us say, 
gives him $10,000 on deposit and re- 
ceives in exchange the promise of quick 
repayment and interest at 3 per cent. or 
perhaps more. Let us say that he leaves 
the money on deposit for a year and 
receives $300 in interest. The banker, 
using his knowledge of money-lending, 
lends the $10,000—or rather, allowing 
for reserves, $8000 of it—at, say, 6 
per cent. The banker’s profit as mid- 
dleman is 6 per cent. of $8000 less 3 
per cent. of $10,000, i. e., $180. 

Now what services does the banker 
perform for that rather handsome 
spread? 

Primarily, he takes the risk of loss; 
his $10,000 liability is adamant, his 
$8000 asset is never absolutely assured.* 
Also there is, in the spread, the element 
of the professional man’s fee. But in 





*The layman, reading this, might argue, 
with bank failures in mind, that the de- 
positor’s asset is never absolutely assured 
either. But I am discussing banking theory, 
in which bank failures have no place, though 
bad and doubtful debts have. The layman 
rebuts that nevertheless failures have a de- 
cided place in banking practice, but this is 
an argument, not for changing the theory, 
but the practice of our banking. It is often- 
times the faulty application of a sound theory 
which causes banks to fail—e. g., insufficient 
reserves for bad and doubtful debts. 





large part the charge is the middleman’s 
charge for putting a seller in touch 
with a buyer—a particularly necessary 
service when the article sold is at once 
the most coveted, the most perishable. 
and the least easily recoverable of all 
commodities—money. 

Now what happens when the banker 
assists his depositor to take his $10,000 
out of his bank and put it into, let us 
say, the Government of the State of 
Minaes Geraes? 

First, as middleman he commits sui- 
cide—he himself assists the depositor to 
lend direct to the borrower. Second, 
by so doing he substitutes for an an- 
nual profit of $180 a single, one-time 


profit. And a profit of what? A dollar 
a bond? Two dollars a bond? Let us 
say two dollars a bond—$20. Third, 


he places himself under a responsibility 
to his customer which is greater than 
the responsibility felt by an ordinary 
bond dealer (because a bond purchaser 
rates his banker’s recommendation above 
a broker's) despite the fact that he has 
multiples of ‘$180 to lose and only $20 
to gain whereas the bond dealer has $20 
to gain and nothing to lose. 

Of course everything here said applies 
with even greater force to stocks. After 
all, we need not be ashamed to face any 
of our bond-purchasing customers so 
long as their bond interest is not in de- 
fault, regardless of the market quota- 
tion. But stocks, in the mad, glad days 
were not considered on a yield basis at 
all—a recommendation on a stock was 
a directly implied belief that that stock 
was going up. 


‘ 


THERE IS NO “NEW ERA’ IN BANKING 

I submit that the thing is an ab 
surdity. And yet, in the mad years, 
many of us, poor fools, thought that we 
had discovered a “new and profitable 
field” —mistaking (for the crosses had 
not yet been erected) a graveyard of 
doubt for a field of opportunity. 

Now, as I have said, I am not argu- 
ing against securities companies, al- 
though many of them are bleak looking 
affairs today. With a “securities- 


ne 
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minded” public it was necessary for us 
in the banks to get something out of the 
‘for purchase of bonds” withdrawals. 
The $20, in short, was better than noth- 
ing at all, and then there was the safe 
deposit rental which often resulted. 
There should also have been some small 
srofit for collecting coupons but our 
olly, as a rule, went ‘to the extent of 
ollecting these for nothing. 

Whether or not we could have pre- 
vented withdrawals to any considerable 
‘xtent is doubtful. Our securities- 
ninded public was determined to lend 
Jirect, that is to say, they wanted the 
anker’s profit (in their inexperienced 
yes, greatly exaggerated profit) in their 
wn pockets. 

To a large extent, particularly in the 
ases of our own utility, industrial, and 
ven financial, corporations, the bor- 
owers saw, and grasped, an opportunity 
o obtain funds for the conduct of their 
iffairs from less critical lenders than the 
banks. For instance, as is well known, 
the many millions of credit which used 
to be extended to retail merchants by 
banks is now extended in the form of 
the public’s purchases of chain-store 
stocks. 

The direct response of the banks to 
the change in scene was the formation 
of bond departments and securities com- 
panies. Profits had to be kept up some- 
how. Bankers must live—though, come 
to think of it, I have heard this trite 
saying applied to nearly every class of 
society except ours! If our middleman’s 
profit was failing us let us then extract 
a broker’s profit from the passing dollar. 
By all means—but why delude ourselves 
into thinking that the financial “flu 
through which we passed was “the 
dawn of a new era” in banking? There 
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is no new era in banking—the game is 
old and the rules were long ago laid 
down. 

Theoretically, therefore, I believe 
that we should have kept out of the 
securities-selling racket. Practically, I 
believe that it was impossible to do so. 

But in this matter of advising and 
recommending, would it not have been 
better for us flatly to have told our 
customers that the only securities which 
carried our guarantee, expressed or im- 
plied, were our own savings passbooks 
and United States and Canadian gov- 
ernment bonds? By doing that we 


would, perhaps, have lost many hun- 
dreds of dollars in the form of 
sions to banks” on sales of bonds and 
stocks but we would not have lost that 
great asset, as some of us, I fear, have, 
our customers’ deeply rooted belief in 
the sagacity of their bankers. 


““conces- 


NO MORE “ADVICE” 


I know that it is easy to say all these 
things now; that it would have been 
more to the point to have advanced the 
arguments three or four years ago. But 
would anybody have paid any attention 
to them three or four years ago? 

And there is some point to bringing 
them up even at this late date for I 
gather that this investment advice non- 
sense is still going on. Personally, I'm 
through with it. On the one and only 
occasion in which I departed from my 
“no advice” policy I took a customer 
out of Italies and put her into German 
Internationals. And two weeks later 
there was an election, Herr Hitler 
moved up and my German Interna- 
tionals moved down—fifteen points. 


Investment advice? Not from me! 





My Ideal Banker 


What qualities should the “ideal banker” possess? 


This is the question which 


William H. Kniffin, Jr., vice-president of the Bank of Rockville Centre Trust Com- 
pany, Rockville Centre, N. Y., put to his class in banking at the Monmouth (N. J.) 
Chapter of the A. I. B. Each member of the class wrote a short thumbnail sketch 


outlining his or her ideas of what a banker should be. 
to allow the best of these to be published in THE BANKERS MAGAZINE. 


Mr. Kniffin has consented 
They will 


appear once each month. 


By 


IRVING CRABIEL 


Asbury Park and Ocean Grove Bank 


before the horse”—above all my 
banker must be a neat appearing 
and well dressed man. 

My banker is the biggest man in the 
community; therefore, I want him to 
possess human qualifications—a _ person- 
ality that strikes heavy and far, a dis- 
position that reveals his heart’s desire— 
that of serving his clients for the mutual 
benefit of themselves and his bank. 

From his own business standpoint, I 
want my banker to have a thorough 
knowledge of the profession he repre- 
sents. Men and women with many 
cares of life thrown burdensomely upon 
them seek advice and help from their 
banker, so he must possess sympathetic 
qualities and a broad vision of the prob- 
iems of life. . . . He must carry busi- 
ness instinct, and know how to solve 
the difficulties that confront men and 
women in trade. 

The success of a bank is based upon 
its earnings, which are made possible 
through deposits of its customers, so I 
want my banker to be so competent 
that the depositors will have utmost 
confidence in him. To this end he 
must be able to please and serve these 
clients. 

To protect his depositors my banker 
should be a genius in credit—his fine 
talent as a conservative loaning officer, 
one who is willing to lend but prompt 
on payment, will convince his cus- 
tomers of his protective qualities. I 
want him to know investments himself, 


| ET me begin by putting the “cart 


not to depend on someone else. He 
should preach economy and be able to 
talk thrift. 

My banker is a big man so I want 
him to give such an impression to the 
public and with this a genial smile and 
a glad hand—then I'll be satisfied. 


WOMEN IN BANKS 


THE Institute of Women’s Professional 
Relations, a research organization affliated 
with the American Association of University 
Women, has furnished the following in- 
formation from its findings in regard to 
responsible positions filled by women in 
banks. Its investigations show that more 
than 3600 women serve as officials in banks 
throughout the United States, among whom 
are the following: 


Chairmen of the board of directors 

Presidents 75 

Vice-presidents 

Cashiers 

Assistant cashiers 

Secretaries 

Assistant 

Treasurers 

Assistant treasurers 

Assistant secretaries 
treasurers 

Auditors 

Trust officers 

Assistant trust officers 


secretaries 


—The Savings Banker. 


NO INDIVIDUAL ACCOMPLISH- 
MENT HERE 


Banker: “Remember, my boy, if you work 
for me, you'll be just one among many.” 

College graduate: “Gee, do I start in as 
vice-president?” 





Stable Money Theory and Business 
Depression 


By FREDERICK A. BRADFORD 
Associate Professor of Economics, Lehigh University 


FREQUENTLY noted criticism of 
economic science is that the con- 
clusions or principles of the sub- 
ject are often out of accord with the 
tacts. This weakness may be the result 
f unsound reasoning, but it is more 
ikely to be the outcome of logical rea- 
oning from unwarranted basic assump- 
ions. 

Not infrequently criticism of the sort 
nentioned is unjustified because the 
ritic does not understand the nature of 
conomic principles, that they frankly 
‘epresent no more than tendencies. One 


small group of monetary theorists, how- 
‘ver, whom we may dub the extreme 
stable money advocates, has consistently 
violated practically every principle of 


sound economic reasoning. Its mem- 
bers, particularly during the existing 
depression, have argued unsoundly from 
unjustifiable assumptions and have fur- 
ther failed to remember that economic 
principles are merely tendencies which 
may be approached but seldom realized 
in actual practice. Their published con- 
clusions, which might be passed by as 
whimsical if confined to the “learned 
journals,” have become a source of dan- 
ger by virtue of the wide publicity 
which has been accorded to them. 

One of the most astonishing commit- 
ments of the group in question is that 
the Federal Reserve System is virtually 
responsible for the duration and severity 
of the present business depression by 
reason of its failure to purchase enough 
open market securities. That this is 
really astonishing can scarcely be denied 
when it is noted that the Federal Re- 
serve holdings of United States se- 
curities have increased from $154,000,- 
000 in October, 1929, to $602,000,000 
in October, 1930. The latter amount 
has been exceeded only twice since 


1920, holdings amounting to $603,000,- 
000 in May, 1922, and to $606,000,- 
000 in December, 1927; while during 
the period 1917-20 the largest amount 
held was $347,000,000 in June, 1920. 
Yet these critics of Federal Reserve 
policy insist that the Reserve banks 
have not purchased sufficient United 
States securities. Truly, they are hard 
to satisfy. 

But, in a spirit of tolerance, let us 
agree that the Reserve banks might well 
have purchased a much larger amount 
of Government’s. What could be 
hoped to be gained thereby? ccord- 
ing to the “stabilizers,” this would be 
the hypodermic injection which would 
revive business) And how?  Pre- 
sumably by reducing money rates below 
present levels since no other direct re- 
sult of such a policy is to be expected. 
It seems clear, however, that the lower 
money rates would be confined largely 
to the open markets of New York City. 
It is well known that purchases of Gov- 
ernment’s are likely to take place in 
the financial center of the country, 
with resultant effect on the reserves of 
the New York banks. 

In view of these facts, it may be 
well to call attention to the level of 
rates already prevailing in the New 
York markets. The range of the prin- 
cipal rates for the week ended Novem- 
ber 15 was as follows: Call money, 
2—2; time loans (60 days), 2Y%4—2; 
commercial paper (4—6 months, best 
names), 3—23%%4; bankers’ acceptances 
(90 days), 14%—1%. Money rates in 
New York City go lower? If the Fed- 
eral Reserve should take the stabilizers’ 
advice, they would—but not much 
lower. Fortunately, there is a limit at 
zero. 

Long before the advent of the cur- 
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rent period of depression, various ob- 
servers had remarked the insufficiency 
of low money rates as a moving cause 
of business revival, a position the 
soundness of which was dogmatically 
denied by the stable money advocates. 
Since neither side was willing to admit 
that it was in the wrong, the policy 
actually followed by the Federal Re- 
serve during the last year has been of 
some scientific interest as constituting 
a sort of laboratory experiment to test 
the validity of the stabilizers’ claims. 
As already noted, the Reserve banks 
purchased Government’s until their 
holdings approximated the highest point 
in the history of the system. Money 
rates were forced down to the levels 
recorded in the preceding paragraph. 
The discount rate of the Federal Re- 
serve Bank of New York was lowered 
to 2% per cent. And what happened 
to business? It became steadily worse, 
although this fact is not to be laid at 
the door of the low rates. It would 
doubtless have occurred in any event. 

The stable money advocates, how- 
ever, cannot be denied the attribute 
of tenacity. In the face of the adverse 
results of the gigantic laboratory test 
of their theory, they blandly declare 
that they are still correct, and claim 
what no one can absolutely disprove 
without the trial being made, i.e., that 
their position would be substantiated 
by a further purchase of open market 
securities by the Reserve banks. 

At this point, if one is still tolerant, 
he may ask, why not carry on the 
experiment and settle the matter once 
and for all? There are at least two 
reasons why this should not be done. 
In the first place, artificial money rates, 
like artificial prices of any sort, distort 
the real situation and lead business men 
and bankers astray. Any revival based 
on this factor alone, when other neces- 
sary readjustments have not been made, 


would be bound to be short-lived. On 








the other hand, once the necessary re- 
adjustments have been accomplished, 
business will recover without money 
rates made artificially low. 

In the second place, the artificial 
lowering of rates results in a rank 
discrimination against, and injustice to, 
the New York banks. Already these 
institutions have suffered from the low 
earning power of their loanable funds, 
or from having them go begging alto- 
gether for lack of borrowers. Without 
demand for loans from their commercial 
customers, the only alternative to main- 
taining large idle reserves is the objec- 
tionable practice of diverting  short- 
time funds into investment channels: 
and even when this is done the banks’ 
earnings are unduly low. One can 
hardly condone an experiment which 
develops such untoward results, to say 
nothing of carrying it still further. 

One of the chief troubles with the 
theory of the stabilizers, as it applies 
to a period of business depression, is 
that open market purchases by the Re- 
serve banks increase chiefly the amount 
of money or credit available to lend, 
not the amount available to spend, since 
the purchases are made from banks or 
investors who will not be demanding 
goods with the proceeds. Perhaps the 
easiest way to revive business and raise 
prices would be to distribute a quantity 
of legal tender Government paper 
money to the poorer classes of the 
community. We should then have a 
revival of consumer demand, which is 
what is really wanted to start business 
on the upward path. 

Even the stabilizers have not had the 
hardihood as yet to suggest such an 
heroic measure. There are many to- 
morrow’s, however, and what they may 
bring forth in the way of vagaries from 
this intrepid band is not a_ subject 
which can be prognosticated with as- 
surance. 


Selling Bank Services at a Profit 


By WALTER E. DEVLIN 
President Devlin @ Bennett, Incorporated, Chicago 


ORE real problems are now 
facing the bankers in_ this 
country than at any time dur- 
ng the last fifty years. We are witness- 
ng a difficult struggle to stop the de- 
line of profits in the banking business. 

During the last twenty years, the 
rross income from deposits of national 
vanks (with the exception of the period 
rom 1919 to 1922) has not varied over 
me-half of 1 per cent., the average 
innual gross income being about 3!4 
ver cent. Deposits during this period 
ave increased nearly 180 per cent. 
)perating expenses have increased from 
1.89 per cent. to about 4 per cent. of 
leposits. 

In 1908 about 45 per cent. of gross 
arnings went to operating costs. In 
1929 this had increased to more than 
70 per cent. Net profits have declined 
from 2.12 per cent. of deposits in 1910, 
to approximately 1.13 per cent. in 
1929, or about 47 per cent. Had the 
1908 percentage of net profits to de- 
posits been maintained, bank earnings 
would have been 100 per cent. greater 
in 1929. 

Some banks, however, have been able 
to maintain fair earnings on_ their 
capital investment because of 

1. The increased ratio between capi 
tal investment and deposits, or 

2. Going into the by-product busi- 
ness, i.€., opening of investment depart- 
ments, trust departments, insurance 
departments, etc., or 

3. The installation of mechanical or 
labor-saving equipment, or 

4. The reduction of internal operat- 
ing expenses. 

Many banks have endeavored to 
overcome the decline in net profits by 
increasing the rate of return from earn- 
ing assets. This, of course, has proved 


Based on a talk before the Wisconsin 


Bankers 


Association. 


disastrous in hundreds of banks. The 
higher the return, the greater the 
hazard, resulting in frozen assets and 
closed banks. Had some banks been 
on a better earning basis, they would 
have been a little more careful in their 
selection of loans and other investments. 

MEETING LOW INTEREST RATES 
Conditions now indicate that money 
will be cheap for some time to come, 
so banks cannot expect to increase their 
income from earning assets materially, 
and maintain safety and liquidity. The 
public is beginning to understand that 
profitable banking means safe banking. 
It realizes that the bank adding a sub- 
stantial amount to its surplus each year 
is a safe bank. Banks should earn 
enough to pay a fair dividend return 
to the stockholders and set aside each 
year a comfortable addition to surplus. 
The question then is: Can an average 
bank earn enough money at prevailing 
interest rates and cost of operations 
(keeping im mind at all times safety 
and liquidity), to pay the stockholders 
the proper return on their investments? 
And to add a substantial amount to 
surplus and undivided profits? This 
should be accomplished by maintaining 
the ratio of capital investment to de- 
posits of not over eight or ten to one. 
There are two sources of income in 
the banking business. First, the interest 
return from earning assets and second, 
the income derived from the sale of the 
bank’s services. If we are to increase 
the net profits, we must either reduce 
expenses or increase the’ gross income 
without increasing the operating ex- 
pense. Expenses in most banks have 
been pared down to the minimum. 
Therefore, the latter method is the one 
to consider. This can be done by 
instituting a program of making each 
and every account in the bank profit- 
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able. This includes both the savings 
and checking accounts. This, of course, 
is a big order, but it is the correct 
answer to the problem. 

Every line of activity has its own 
peculiarities, learned only from experi- 
ence, but there is one cardinal principle 
which applies to every business and 
which is almost universally accepted as 
axiomatic. It is, that each individual 
transaction ought to “stand on its own 
legs.” It is not good business to trade 
considerations, i.e., to take a loss on one 
because you made extra profit on an- 
other, or vice versa. There is and 
should be a line of demarcation, flexible 
perhaps, but distinctly drawn between 
the individual items which together 
make up a business. Each is a separate 
deal with its own profit or its own loss. 

Banks today are serving more cus- 
tomers in relation to deposits than ever 
before in the history of banking. This 
is a contributing factor to lower net 
profits. Twenty years ago, five cus- 
tomers would have on deposit a thou- 
sand dollars in the checking department. 
The gross income from the thousand 
dollars at that time was $55. 

In 1930 the total deposits of twenty- 
five customers is less than a thousand 
dollars. And these twenty-five cus- 
tomers are individually receiving five 
times the amount of service. The gross 
income from the thousand dollars is 
about the same today as twenty years 
ago—$55. The operating expenses have 
naturally increased to a point where 
there is no profit left in serving these 
accounts. Therefore, the problem is to 
have each depositor maintain an ample 
balance or else pay a service fee, this 
charge to be based on amount of 
activity and collected balances. 


THE SERVICE CHARGE 


A large number of banks now have 
in effect service charges on checking 
accounts. The basis is a flat charge if 
the account falls below a pre-determined 
average daily balance. They did not 
limit the activity of the account. In 
most cases, the required balance is not 





sufficient to offset the cost of serving 
the account, because of excessive 
activity and uncollected balances. 
Naturally this was the first step to be 
taken. The time has now come to make 
a change. Analysis of costs shows that 
it now is advisable that banks should 
charge the customer on a “measured 
service” basis, in other words, the cus- 
tomer paying for exactly what he gets. 
This payment is in the form of a sub- 
stantial collected balance or a service 
fee. The banking business can be made 
very profitable providing every account 
stands on its own legs. 

A banker is a manufacturer. His 
products consist of checking account 
service, savings account service, trust 
service and investment service. He 
should apply the same principles to his 
business as that of any successful manu- 
facturer. 

The first thing a manufacturer must 
know is the cost of his products. This 
is ascertained by a careful cost analy- 
sis. To the manufacturing cost he adds 
his selling and distributing costs, plus 
a reasonable profit. Profit is the first 
law of good business. 

Then the product is turned over to 
the sales and advertising department 
to be sold at a price which includes 
all costs plus a profit. 


SELLING THE BANK’S SERVICE 


Then the work of selling begins. 
Markets are analyzed, competition in- 
vestigated. Careful research work is 
done to dig out the one best sales story 
or appeal, the appeal that will influence 
the greatest number of people to buy 
the particular product. 

Long ago, successful sales and ad- 
vertising men ceased to sell the product 
itself. Why? Because the consumer 
does not actually buy the product itself, 
but buys what the product will do 
for him, or the result of using the 
product. As for example, instead of 
buying a piano he buys home life, 
music, pleasant evenings. Instead of 
buying automobiles, he buys travel and 
scenery and the great outdoors. Candy 
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bought on the feeling of happiness 
and the pleasure of taste; life insurance 
on the feeling of security in the family 
circle. Beauty is bought, not the soap 
itself. 

The banking business is a manufac 
turing business. Checking-account ser- 
vice is one of the products. Therefore, 
the first thing for the bank to do is to 
.scertain the cost of its product. Then 
dd a profit. Then sell it to the cus- 
mer—using the same successful sales 
methods that have been used by 
vundreds of manufacturers for many 
ears. 

An analysis shows you have been 
selling this checking account service 
to over 80 per cent. of your customers 
t an actual loss—not just the customers 
vith balances under $100, but many 
vith balances running from $100 to 
1any thousands of dollars. 

Because nearly everyone pays by 
heck; because most people use many 
nore checks than formerly; because 
yank costs have more than doubled in 
the last ten years, you are now con 
sidering the increase of the price of 
your checking-service product. 

The whole problem then reduces 
itself to convincing every depositor in 
your bank that the value of the service 
is in line with the price you are going 
to ask them to pay. It is a sales job. 
You must convince (sell) your deposi- 
tors that your action is justified. 

Now the question is—how are you 
going to do it? What information or 
knowledge can you give to the deposi- 
tor that will bring him around to your 
way of thinking? 


HOW TO OBTAIN RESULTS 


There are many appeals. But what 
is the one best appeal to get the fol- 
lowing satisfactory results? 

1. To increase net profits. 

To collect charge from every de- 
positor who should pay—no exceptions. 

3. To keep every depositor whose 
account can be made profitable. 

4. To persuade all depositors who 
can, to build balances to a profitable 
point. 
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5. To maintain uniform action by, 
and full co-operation between, banks. 

One method would be to inform your 
customers that because your costs have 
increased, it will be necessary for them 
to pay a higher price for your service. 
Experience shows that if you present 
your proposition on this basis, many 
of your customers will not agree with 
you. They believe every transaction 
that goes through your bank, regardless 
of what it is, is a profitable one. They 
will show you their pass book. They 
will inform you that they deposited 
over $10,000 in their account. How- 
ever, they do not understand that at 
no time did they have an average daily 
collective balance of over $50. You 
will have a hard time proving to them 
that their account is unprofitable. The 
customers do not understand the 
mechanics of the banking business. 

A successful manufacturer never 
bases his se slling appeal on the matter 
of price or what it cost him. An ex- 
amination of any of the leading national 
magazines will prove this point. You 
very seldom see price advertised. In 
fact, only about 10 per cent. of the 
nationally advertised products mention 
price, and these below one dollar. This 
is an old-fashioned method of sales 
approach. It is based on talking about 
the product rather than what the 
product will do for the buyer. 

EDUCATING 


THE DEPOSITOR 


A tried and tested method of proving 
to your customer that your action is 
justified is to sell him the values of 


checking-account service. Prove to him, 
step by step, that checking-account ser- 
vice is worth considerably more than 
the price you are going to ask him to 
pay. Convince him of the values of a 
cash reserve. Ready money, money at 
the pen’s point. Then you will have 
no trouble in getting him to pay a 
reasonable fee or, better still, he will 
increase his daily collective balance. 
You must recreate these values in the 
minds of your depositors because, after 
it is all said and done, the sale finally 
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takes place in the buyer's mind. It is 
like the sale of any commodity. Before 
the money changes hands, the buyer 
must be convinced that the value of the 
product is in excess of the selling price. 

The question is this: Is checking ser- 
vice valuable enough to the depositor 
so that you as manufacturers of this 
service can be properly compensated? 

The principal function of commercial 
banks today is to provide proper 
machinery for the safekeeping, transfer 
and collection of funds. This service 
is carried on largely by the exchange 
of credits, usually in the form of 
checks. The use of checks to transfer 
money dates back to the year 1416 
and originated in Italy. Since then 
their use has gradually increased, until 
today it is estimated that 95 per cent. 
of all business transactions involve the 
use of checks as a medium of settle- 
ment. It would be an exceptional case 
where actual coin or currency changed 
hands, especially in anything but small 
retail purchases. 

Checking service is valuable. 


It has 


a definite money value to depositors. 


It saves time and money. It makes it 
as easy and safe to transfer a million 
dollars as ten cents. No more con- 
venient, economical and efficient method 
for the interchange of money has yet 
been devised and, in keeping with the 
laws of business, the bank is entitled 
to a reasonable profit for that service. 
Every business must expect and pro- 
vide against a certain number of ac- 
counts that will inevitably be served at 
a loss. But there is a situation among 
banks that should not and would not 
be tolerated for a moment elsewhere. 


VALUE OF SUBSTANTIAL BALANCES 


Beyond a question of doubt, a sub- 
stantial balance in the bank is of far 
more value to a depositor than it is to 
the bank. It is not only sound practice 
to have an emergency fund immediately 
available, but such a surplus builds a 
man’s morale. His self-respect will be 
increased, adding to his value to him- 
self and to his employer. A _ reserve 
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fund is also one index to a man’s credit 
for it proves his profit-earning power. 

The subject of borrowing is so inter- 
twined with that of saving that the two 
cannot be considered separately. When 
you literally force a man to build his 
checking-account balance, you are at 
the same time helping him to establish 
his credit with your bank. When you 
have convinced your depositor that 
checking-account service is worth more 
than you are going to ask him to pay, 
he will not only pay willingly, but he 
will have a better appreciation of the 
service. 

Checking-account service is a very 
valuable service. It is worth consider- 
ably more to the average depositor than 
the present selling price. 

So few depositors realize the intri- 
cate machinery that has been set up 
to serve them. They do not realize 
that a check is not money or legal 
tender. They do not understand it is 
simply an order for the payment of 
money which the drawer has on deposit; 
that it is not completely liquidated unti! 
the bank on which it is drawn has paid 
it. Customers should be carefully 


‘educated before instituting float charges. 


They should be shown that a bank does 
not receive credit on these items until 
the papers are presented at the place 
designated for payment and transfer of 
credit or cash actually takes place. Step 
by step the story should be unfolded to 
them, that it requires from one to as 
many as eight or ten days, depending 
upon the communication distance be- 
tween cities and the facilities for trans- 
fers of credit at point of payment. And 
that until collection is completed such 
funds exist merely as bookkeeping 
records. They should be shown that 
the bank cannot loan them or other- 
wise invest them, that if the depositor 
draws against these uncollected amounts, 
he is to all practical purposes receiving 
a loan from the bank without interest. 

All of the advantages of checking- 
account service, the value of a cash 
reserve and complete information re- 
garding the reason for float charges, 
should be presented to your customers 
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through every possible channel avail- 
able. 

Remember your problem is to con- 
vince your customer that your action 

justified. Your objective is to keep 
every customer, but to make every 
ccount profitable. This can all be 
lone through advertising and selling. 
Remember advertising is selling. You 
re reaching the mind of the buyer 
hrough the sense of sight. Salesman- 
hip reaches the minds of the buyer 
hrough the sense of hearing. It is most 
nportant that every employe, officer 
nd director connected with your insti- 
ution should be thoroughly conversant 
vith the whole problem. First of all, 
hey should be thoroughly convinced 
hemselves that the action is justified, 
ecause they cannot sell it to the cus- 
mer if they (themselves) do not be- 
ieve it right. They should then be 
nstructed on how to sell it, what to 
say, how to answer objections. If this 
salesmanship is tied up with a complete 
idvertising program, including direct 


proper 


mail and newspapers, with the 
sales story, the results will be very satis- 
factory. 


““MEASURED SERVICE” 


The new method of charging on the 
basis of activity we have named 
“measured service.” And the charge 
the customer pays if his balance is not 
sufficient we have called a “measured 
service charge.” 

The public will not consider this a 
new basis of buying this service for 
they have been buying other services on 
the same basis for a good many years. 
Gas, electric light and telephone ser- 
vice is sold on a measured basis with a 
minimum service charge. So this will 
not be new to them. 

Many banks during the last few years 
n endeavoring to retrieve some of their 
osses have instituted a long list of 

{ a quarter to do this and 50 

ts to do that and a dime here and a 
nickel there. As one depositor put it, 
“the banks are quartering us too much.” 

If a bank will put all of its checking 
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accounts on a profitable basis, it won't 
be necessary for it to charge a dime 
for this and a quarter for that. It is 
irritating to the customer to have to 
pay these small charges. In fact, the 
average individual would rather pay a 
regular monthly for a_ valuable 
service than he would to pay small 
amounts during the month. From the 
bank’s standpoint, a whole lot more 
good-will can be built by performing 
these minor services gratis, and in the 
end more profit will be produced for 
it than if it collected these small fees 

Put every checking account on a 
profitable basis. Make every loan a 
profitable one. Begin to think about 
putting your savings accounts on a 
profitable basis. An analysis of this 
department will astound you. But 
when it comes to the little services, 
these services with which you can build 
good-will in the minds of your deposi- 
tors, do not charge for them. 

There never was a time in the his- 
tory of banking where co-operation 
played so important a part. Many of 
the forward steps to be taken must be 
on a co-operative basis. Lack of co- 
operation is costing banks thousands 
upon thousands of dollars yearly. All 
lines of business today are co-operating 
more than ever before. Just recently 
a group of manufacturers organized a 
holding company to own all the 
patents for exchange and use of all of 
the participating companies. That's 
co-operation. 

Take the story of the California 
Fruit Growers Association. In 1910 
the fruit growers in California were 
competing with each other. Prices 
were being cut, no one was making 
money. Then the California Fruit 
Growers Association was organized. 
The first year it appropriated $17,000 
for advertising. At that time the per 
capita consumption of oranges per year 
was thirty-two. Through salesmanship 
and education the association has in- 
creased the per capita consumption 
today to fifty-five oranges. Fifty-five 
oranges are being consumed each year 
by every man, woman and child in this 
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country. The association’s advertising 
expenditure for the coming year is 
over a million and a quarter dollars. 
If you eat oranges for breakfast, you 
don’t eat prunes or apples. The Cali- 
fornia Fruit Growers Association dis- 
covered the real competition was not 
among themselves, but with the growers 
of other fruits and manufacturers of 
other eatables. 


ELIMINATE COMPETITION 


All banks have the same thing to 
sell, render the same services. Competi- 
tion should not be one with another. 
If a man has a dollar surplus avail- 
able, then it is a question of where 
he is going to put it. It may be with 
a building and loan association or in 
real estate mortgages, or other invest- 
ments, or for speculation, radios, auto- 
mobiles, real estate or the bank. The 
competition, then, is other products or 
services. 

Co-operation should be not only local, 
but with your county, group, state and 
national organizations. The majority 
of banks have been indifferent to the 
activities of their various associations. 
This is proved by the work of com- 
mittees. They sacrifice their time and 
yet are unsupported by reason of in- 
difference. 

The first and most important step is 
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co-operation. Many of the rules to be 
put into effect to increase the income 
of banks should be done in a co-opera- 
tive way. When you establish in the 
minds of the public in your community 
that you are hand-in-hand with all 
actions that permit safe and sane bank- 
ing, you are taking a step in the right 
direction. Every banker should attend, 
and take active part in, every national 
convention, state convention, group 
meeting, county meeting and clearing- 
house meeting. He should let it be 
known among his depositors that he is 
looking out for their interests and co 
operating so his bank will be safe and 
can provide real service. 

The majority of banks are not 
thoroughly sold on the value of the 
service they are rendering. The time 
has come when the public should be 
better informed. It is a big job and 
cannot be done quickly. There is one 
thing certain—working with tried and 
tested selling principles, together with 
co-operation—there is no question but 
what the banker can work out all his 
problems successfully and increase the 
income of his bank materially. 

Salesmanship, co-operation and being 
thoroughly sold on your product wil! 
increase the net profits of your bank 
and build an abundant amount of 
good-will in your community. 





The Modern Credit Attitude 


By CHARLES C. KIMBALL 
Assistant vice-president, The Merchants National Bank, Boston 


OT so many years ago protection 

of the bank from loss was con- 

sidered almost the full duty of 
a credit department. It was admitted 
that 100 per cent. protection could not 
be achieved without cramping the 
growth of the bank by eliminating 
many reasonable business risks from 
among its potential customers. Yet the 
eyes of the credit department were 
turned inward in introspective con- 
sideration of the notes in the discount 
portfolio. So far as possible the profits 
of the bank must not be reduced by 
uncollectible paper. 

The most striking characteristic of 
our business life the last few years has 
been the development of the scientific 
spirit. With its advent into bank 
credit work the evolution of the credit 
attitude began. The credit man began 
to insist on facts instead of fancies as 
a guide to his policies. Personal im- 
pressions were supplemented by balance 
sheets. Rules of thumb gave place to 
cientific analysis. 

At first improved credit methods 
served to strengthen the safety factor. 
Gradually it began to dawn on credit 
men that if new methods gave quicker 
warning of trouble, this brought an 
opportunity to correct the trouble while 
there was time. If the receivables of 
the Richard Roe Manufacturing Com- 
pany were slow, there was something 
wrong with its credit policy. Obviously, 
if it sold on shorter terms or pushed 
collections more aggressively it would 
set free capital and would have to 
borrow less money. If this fact could 
be impressed on Mr. Roe, it might be 
possible not only to save the loan but to 
save the customer. With the attainment 
of this viewpoint we have the beginning 
of the modern credit attitude. 


Based on an address before the American 
Institute of Banking. 


If through the researches of | its 
credit department, the bank can find 
ways of strengthening its customers 
and promoting their growth, it will 
mean increased business. The modern 
credit attitude places emphasis on hav- 
ing the bank grow with its customers, 
to have the credit department become a 
department of business development. 
This policy of helping yourself by help- 
ing the other fellow is becoming in- 
creasingly common in credit work. If 
you help a man to expand his business 
and make more money you not only 
bind him to you but he wants to tell 
his friends about you. Business build- 
ing advice has definite advertising value 
which is bound to react to the benefit 
of the bank. 

The opportunity for helping a cus- 
tomer is apt to open with the discovery 
that something is wrong with his busi- 
This discovery is made through 
modern scientific methods of analysis. 
The methods commonly in use among 
bank credit departments today are those 
which have substituted qualitative tests 
for the quantitative comparisons previ- 
ously employed. Scientific analysis is 
used in the detection and correction of 
business troubles. 

The test which is t 
credit soundness is the test of net 
profits. The business which is not earn- 
ing a satisfactory profit is not justify- 
ing its existence. Failure to profit is a 
sign there is something wrong in man- 
agement; a steady decline in earnings 
is one of the best indications of im- 
pending trouble. 


ness. 


he keynote of 


IMPORTANCE OF GOOD MANAGEMENT 


Ability to make profits is 
much a financial problem as 
management and to help his customer 
in solving such problems the credit 
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man must have a knowledge of the 
fundamental principles of business man- 
agement. This does not mean he must 
be an expert in the technical processes 
of manufacture and distribution in each 
industry but that he must be familiar 
with the methods characteristic of suc- 
cessful modern business. From his own 
experience or from his studies of profit- 
able companies he should be able to 
draw examples which will stimulate and 
guide the management of his unprofit- 
able customer. 

This is the background from which 
the modern credit man approaches the 
problems of his customers. When he 
decides that the John Brown Manu- 
facturing Company is carrying too 
much inventory, it is not enough to say 
to John Brown, “Your merchandise 
account is too large, cut it down.” 
Such advice may effect a temporary 
correction by sacrifice selling, but it 
will not work a permanent cure. The 


credit man should not only point out 
the trouble, but suggest the remedy in 
some form of inventory control, citing 


as an example the experience of suc- 
cessful companies. 

Frequently a company will find it 
difficult to operate satisfactorily because 
of industrial conditions. In such a 
situation the credit man can be of help 
to his customers only in so far as 
through his study of business condi- 
tions he is aware of the gathering 
storm and can give warning to shorten 
sail. His customers cannot escape the 
tempest but can prepare to meet it. 
Once the hurricane has struck, they 
must ride it out as best they can. 

With constant changes taking place 
in the business world, it is not enough 
for the credit man to diagnose his cus- 
tomer’s health solely on his individual 
symptoms. He must keep his finger on 
the pulse of the whole business world; 
must be informed regarding new dis- 
coveries and changing popular tastes, 
and study their effects on our industrial 
life. Often a timely suggestion will 
enable a shift from a disappearing 
product to one coming into favor. At 
the worst, if the business cannot be 


saved, it can be liquidated while there 
is still salvage value. 


RECOGNIZING NEW INDUSTRIES 


If the modern credit man is on the 
alert to detect the obsolescent or dying 
industry, he should be even more watch- 
ful for the industry which is springing 
up to replace it or to supply an entirely 
new set of human wants. If the credit 
man can see the potentialities in a new 
industry, can judge the qualifications 
of the management of a particular 
company to realize those possibilities, 
and help in their early development 
with wise counsel as well as the coura- 
geous extension of credit, he will be 
making the greatest possible contribu- 
tion to the prosperity of his community 
and the growth of his bank. 

This viewpoint of the credit man 
parallels that of the analyst of invest- 
ments. Increasingly both are directing 
their energies to discovering and weigh- 
ing the possibilities of the future. 
While they still analyze balance sheets 
and earnings statements of former years, 
they are interested in those records of 
past performance not so much as evi- 
dence of financial soundness but as 
indications of the ability of the man- 
agement to take advantage of new 
opportunities. A company may be 
sound now, it may even continue to 
be sound, but if it does not grow, the 
investment of its stockholders will not 
increase. Similarly if it does not grow, 
its account never becomes more valu- 
able to its bank. 

The wider vision of the opportuni- 
ties of credit work has brought in- 
creased responsibilities to the credit 
man. The training and _ education 
which would suffice for a policeman of 
loans is no longer sufficient for a 
physician and architect of business. In 
addition to the knowledge of his prede- 
cessors, the modern credit man must 
have training in the principles of 
scientific analysis. He must be familiar 
with the methods, developments and 
discoveries of modern business. He 
must have skill in interpreting trade 
conditions. 





A Continuous New Business 
Campaign 


An Opportunity for Every Employe to Increase His Income by 
Getting New Accounts 


By C. C. Coit 


Vice-President, First 


the First National Bank of Portland 

has tried various plans to stimulate 
usiness by way of drives of various 
kinds, held periodically and _ usually 
with good results. Out of these experi- 
nces has come a firm conviction that 
he greatest pulling power for new 
dusiness is through our own personnel 
and we have studied diligently to de- 
velop some plan which would unite 
this force of 250 co-workers into a 
regiment of active, alert, enterprising 
pullers for new business. 

The sig National Bank of Port- 
land, Ore., has a capital of $2,500,000, 
surplus and undivided profits of about 
$1,500,000 and deposits of $46,000,000. 

Affiliated with the bank are the 
Security Savings and Trust Company 
and the Security Safe Deposit Com- 
pany, which are wholly owned by the 
stockholders of the First National Bank. 
All three institutions are housed in the 
same building. We have a total of 
250 employes in the three institutions, 
excluding senior officers. 

In the complexities of modern busi- 
ness the human relationship is too often 
overlooked. It has been with the 
thought of building these human rela- 
tionships into a powerful force and 
making it an object to our staff to keep 
their eyes and ears open among their 
own circle of acquaintances, as well as 
to be alert for leads which might de- 
velop business for the bank in_ its 
various departments, that the following 
plan has been adopted. 

We recognize that when members of 
the staff have put in a full day’s work, 
it is all that can be reasonably expected 


[° common with many other banks, 


National 


Bank, Portland, Ore. 
cf them and, therefore, we have sought 
some means of offering an opportunity 
to enhance their monthly income and 
compensate them for extra service. 
Based upon an equitable arrangement 
this opportunity is open to each and 
all and the extra compensation is, 
therefore, dependent wholly upon - 
initiative, determination and activity 
the individual. We recognize also Fo 
those members of the staff who come 
in daily contact with the public in the 
bank, such as tellers, members of the 
collection department, note tellers, sav- 
ings tellers, officers on the floor, per- 
sonnel of domestic and foreign exchange 
departments, etc., may have an op- 
portunity to develop business that is 
not enjoyed by other members of the 
staff whose duties remove them from 
the daily contact with visitors to the 
bank. There have been numerous in- 
stances, however, where those who are 
grouped in the latter class have shown 
outstanding ability and have consider- 
ably increased their incomes by diligent 
application. 
* 


A FOUNDATION of understanding of the 
various functions of the bank has been 
given to members of the staff through 
group meetings which were addressed 
at various times by heads of the de- 
partments of the bank, each of whom 
outlined the services of his department 
and its relationship to other depart- 
ments. 

With these thoughts in mind a plan 
was worked out and put into effect on 
May 15, 1930. It is patterned some- 
what after the plan jin effect at the Old 
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lows: 


All ratings are based on points 
gained, each ten points representing 
one dollar. On checking accounts we 
determined that $300 should be the 
minimum, in order that the bank might 


break even on handling the account. 


CHECKING Accounts ($300 or over—six 
months’ average balance. Point award to 


nearest amount.) 


SR eer pee 10 points 
FOO we cciceccsevcevess 15 points 
TT Me AN en wcarcwaee awn 20 points 

Re - Vis 6 6 dis eihioren ee vlerate 25 points 

BFOD  ccciciscvevcecencees 35 points 

ED <aieSes walteieuee ebsians 50 points 
eT aia wisttre wii diarelnia a2 ees 60 points 


Note: Over $2500 compensation is based 


on special credit by the committee. 


Savincs Accounts ($50 or  over—six 


months’ average balance. Point award 
to nearest amount.) 
EO as xcetarpoucns siete 5 points 
BOD cased csisivie oir oeie's 10 points 
EPO Ks ewileacivewesteses 12 points 
nn SE ee Tee 15 points 
EEE Saidiersioners:a fomlatee aie ates 20 points 
MEE elghacatevsdram ante naeae 25 points 
De curwcwwieweueins tienes 35 points 
DU Gera dines veld se «weer 50 points 
MO evalu cielo nce n wamelaes 60 points 


Note: Over $2500 compensation is based 
on special credit by the committee. 


SaFE Deposit Boxes (24 points to each 
dollar of annual rental.) 


. ee er ee 10 points 
Mn are ctices wea ee omens 15 points 
ee Leann bathe torels oseeeiaye 20 points 


StorAGE VAULTS (24 points to each dol- 
lar of rental paid in advance.) 


Bonp DEPARTMENT 
Fifty points for each new customer of 
the bond department who buys a $1000 
bond or more from the offering list 
where the gross profit is in excess of $9. 


ForREIGN ExCHANGE 
Employes’ 
Charge compensation 
Travelers’ Checks .. 50c per 1 pt. per 
$100 $100 
The matter of paying compensation on 
the sale of letters of credit has been 
dropped for the reason that it is difficult 





Colony Trust Company of Boston and 
the Cleveland Trust Company of 
Cleveland, the schedule being ‘as fol- 





to judge the compensation in view of 
the indefinite amount that may be used 
from the letter of credit upon which the 
charge is made. 


SAFE-KEEPING Employes’ 
Charge compensation 
Bonds ... $1 per year per 1 pt. per 
$1000 $1000 
Stocks .. 50c per year per } pt. per 
each certificate each certificate 


Trust DEPARTMENT 

No definite compensation has been agreed 
upon. However, it is suggested that a 
flat fee of $5 be paid on each new trust 
or on each will wherein the Security 
Savings and Trust Company is named as 
executor. In cases where the committee 
feels that additional compensation would 
be justified the matter would be taken up 
by them as a special award. 


GENERAL SUMMARY OF PLAN 

Similar employes’ compensation plans have 
been in operation for a good many years 
by such institutions as the Old Colony 
Trust Company of Boston and the Cleve- 
land Trust Company of Cleveland. It 
is interesting to notice that the Cleveland 
Trust Company has been operating a plan 
whose schedules are somewhat similar to 
ours and that during the last ten years 
they have paid out approximately $150,- 
000 to their employes as special compen- 
sation, which represents approximately 
$25,000,000 of new business obtained by 
employes during this ten-year period. 

It is the belief of the committee that the 
basis of awards as outlined above should 
not be iron-clad and that it should be 
within the authority of the committee to 
make special awards in cases where they 
feel that the employe is entitled to addi- 
tional compensation. 


Pink SLIP 


In order that credit may be _ properly 
allocated, we require a pink slip from the 
employe either in advance of or at the 
time of solicitation. These slips are 
given out by the business development 
department and the employe lists on the 
slip the name of the prospect which he 
intends to solicit and hands the slip in to 
the department. The use of the pink 
slip accomplishes a four-fold purpose: 

(1) It eliminates the duplication of solic- 
itation among employes. 

(2) It avoids confliction between em- 
ployes’ solicitation and that of the 
business development department. 

(3) It gives proper record for the pay- 
ment of compensation to employes. 

(4) It makes it possible to limit solicita- 
tion to accounts that are considered 
desirable. _ 


THE BANKERS MAGAZINE 


For the first six months ending De- 
cember 15, 115 members of the staff 
produced business for the bank as 
follows: 


122 checking accounts, opening 
balances totaling 

Av. opening balance $1597 

savings accounts, opening 
balances totaling 

Av. opening balance $513 

sales of travelers’ checks... 

safe deposit boxes 

mortgage trust certificates. . 

trusts 

bond sales 

stock sales 

certificates of deposit 

escrow 


$194,865.00 


110,663.00 


63,270.00 
397.50 
2,600.00 
45,000.00 
16,500.00 
7,412.00 
6,600.00 
20,000.00 
15,390.00 


He wrptInVa 


$482,697.50 


Total new business 


The next award will be made Febru- 
ary 1 for the business between June 15 
nd January 1; thereafter awards will 
ve made each month during the ensu- 
ng year. 

In addition to the above, we deter- 
nined that on July 1 and January 1 a 
special award would be made by the 
committee in charge to those employes 
who have shown outstanding ability 
during the previous six months’ period, 
and these awards will be substantial 
cash contributions, based upon the 
value and volume of business produced. 

It is too much to expect that any 
plan, however well developed, will work 
of its own volition and it is, therefore, 
necessary to keep alive the interest of 
all the staff and to assist them in com- 
pleting negotiations on leads suggested. 
Where business results credit is passed 
to the employe originating the lead. 

From our board of directors down, 
everyone is urged to consider himself 
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a part of the business development de- 
partment and we take particular pride 
in bringing to the attention of our 
directors the names of those who have 
shown outstanding success, whether 
they be members of the board, officers 
or the janitor. 
* 


In these days of intensive competition 
in banking as in other fieids, particu- 
larly during the last year and a half, 
we have had ample opportunity to 
listen to the rattles in our internal 
machinery and to adjust ourselves to 
the necessity for well directed effort 
toward building satisfactory business 
for the bank. 

We find that, through the interest 
created among the members of the 
staff by reason of this compensation 
plan, many suggestions come to us 
where savings can be effected and 
betterments in the service made. 

The whole aim is toward an en- 
lightened leadership where everyone 
associated with the institution will feel 
more sincerely that he is a part and 
parcel of a great undertaking. A 
better knowledge of the bank and its 
services is gained and our hope is for a 
strong united front of happy workers 
who may feel that they are especially 
necessary and by their extra efforts that 
they may gain additional compensation 
for themselves and their families. 

We are figuring now on the advisa- 
bility of doubling the compensation for 
checking and savings accounts, and if 
this is done it will undoubtedly make 
the additional effort necessary a worth- 
while undertaking for many of our 


people. 
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Bankers Review the Situation 


NNUAL meetings of American 
A are coming to be more like 
those of the more concentrated 
foreign institutions, in one respect at 
least, that is in making them the occa- 
sion for carefully considered addresses 
by the chief executive officers. At the 
annual meetings of a number of the 
leading banks this year such addresses 
were made, and they are of unusual 
importance and interest on account of 
the exceptional situation with which 
they deal. From these addresses some 
extracts are given below. 


PAUL M. WARBURG, CHAIRMAN THE 
MANHATTAN COMPANY, NEW YORK: 


A shortage of gold, or a maladjust- 
ment in its ownership, is believed by 
an important group of students to be 
largely, if not solely, responsible for our 
present dilemma. Others seek the root 
of the evil in over-production or under- 
consumption, aggravated by the dis 
organization of the Russian, Indian, and 
Chinese markets, and the fall in the 
price of silver. 

Finally, there are those who attribute 
our present distress mainly to the polit- 
ical uncertainties prevailing in Europe 
and particularly to the difficulties aris 
ing from the payment of reparations 
and interallied debts which, in present 
conditions, not only place an increased 
strain on the debtor countries, but ex- 
ercise an unsettling influence upon 
world economy as a whole. 

While it is safe to assume that all 
these elements have been weighty fac- 
tors in bringing about the world’s 
present predicament, views differ greatly 
as to their relative importance. This 
makes it incumbent upon all of us to 
contribute our share to the discussion; 
because it is only by agreeing upon the 
correct diagnosis and prognosis that we 
may hope to find the proper angle for 
dealing with our problems as they con- 
front us now and may face us in the 
future. 
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We might begin by expressing our 
entire disbelief in the thesis propounded 
by some leading writers, particularly 
in England, that a shortage of gold 
should be considered as the sole or 
principal disturber of general price 
stability. Time and space do not 
permit an exhaustive elaboration of 
the question on this occasion. Suffice 
it to say that the science of economiz- 
ing in the use of gold as a circulating 
medium, the art of concentrating gold 
in central banks, and of surrounding it 
with elasticity, have progressed so far, 
that it seems impossible to conceive that 
a moderate shrinkage in gold produc- 
tion could be held accountable for the 
unparalleled shrinkage in prices we are 
witnessing today. One’s disbelief is 
strengthened by the knowledge that a 
little more than a year ago, with high 
money rates, we lived in a period of 
high prices, while with substantially 
the same aggregate amount of gold 
available to the world’s central banks, 
and with easy money rates prevailing, 
we have now seen prices shrink to 
record low levels. 

Nor may the United States fairly be 
charged with having “sterilized” gold, 
when our credit structure, superimposed 
upon our gold, has been permitted a 
free growth, and when the short and 
long term loans we have granted to 
foreign countries largely exceed the 
grand total of gold received by us 
from abroad. 

There is no doubt in our mind that 
we must look to the producer rather 
than to the consumer as a principal 
factor responsible for the existence of 
the present depression. For several 
generations, the industrial world de- 
veloped machine production, increasing, 
as the process went on, the volume of 
goods produced per worker. In other 
words, the same quantity of goods was 
produced by a smaller number of men; 
but as long as we were able to increase 
the volume of our products by finding 
new markets or by enhancing the stand- 
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ard of living by our purchasers, labor 
remained employed and equilibrium was 
maintained. History repeated 
itself when high prices led to a de- 
creased consumption and a rapid in- 
rease in productive capacity, agricul- 
tural as well as industrial. When the 
purchasing power of domestic consum- 
rs was exhausted, it was revived by the 
imulant of instalment plans, and buy- 
rs abroad, at the end of their tether, 
were assisted by foreign loans. A period 
f fantastic over-building, over-produc- 
ig, and over-buying ensued, largely 
nanced through paper profits on bank 
redit, freely granted upon inflated se- 
irities. When the consumers’ credit 
became exhausted; when new markets 
tiled to open up, while important old 
varkets became impaired; (when, in ad- 
ition, the hydraulic pressure of repara- 
ion payments forced Germany to in- 


rease her exportable output at all 


osts); the critical moment came when 
sroduction overwhelmed manipulation. 


Prices, overcoming artificial dams, be- 
gan to seek their own levels. While 
many observers, perhaps a majority, 
seem to look upon the present 
drop as something unnatural, there 
is much room for the belief that the 
present range of prices—though in many 
cases, no doubt, recessions have gone 
too far—may be nearer the natural 
level than that from which we came. 
Unless one believes that a constantly 
increased output of things should be 
accompanied by a constant and corre- 
sponding increase in the output of 
money, credit, and securities, the con- 
clusion would seem inevitable that mass 
production and a continuous growth in 
the use of power and machinery must 
logically exercise a price-lowering effect. 
There is nothing frightening in the 
thought that the wage dollar or the 
revenue dollar should give their owners 
the enjoyment of a greater quantity of 
things. On the contrary, the poor 
widow, with whom we sympathized so 
much when prices began to rise after 
the war, might be congratulated upon 
such a development. The harm does 
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not lie in lower prices, but in the vio- 
lence of the change. 

Men in high places in science and 
politics have indulged in the hope that 
we were mastering the art of “flatten- 
ing out” the cycle of price fluctuations. 
But these men seem to have believed 
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Com- 


themselves able to accomplish this aim 
by providing extra work on a large 
scale in times of depression. Recent 
experiences have shown the utter futility 
of such measures. While extra work 
softens the blow and furnishes a mea- 
sure of most valuable relief to the un- 
employed, it cannot arrest the course of 
a determined downward movement if it 
follows an extreme upward swing. Nor 
can easy money offer a cure. The way 
to avoid a depression (or lessen its 
severity and duration) is “to sit on the 
bulge” during an excessive upward 
swing. Once acute over-expansion has 
taken place, acute over-contraction must 
follow with inexorable certainty. The 
back swing of the pendulum cannot be 
avoided. 

It is the disregard of tried elemen- 





pees 





parcrsaytn rst Hea 





STON 





a0 Seer 





SetelieeeeeS2 


IS we 


Tis 


Spratt Rear 


pect seen ee sa 


SR ee 


ef ER 


















Se Pe ee 





oe 
Te 





184 THE BANKERS MAGAZINE 





tary rules of sound laws of economics 
and banking which—almost invariably 
—is the cause of the ultimate disaster. 

When human minds forget and when 
new and inexperienced generations be- 
lieve they may disregard tried economic 
laws, central banks must act as the col- 
lective memory of the communities they 
serve and as the restraining conscience 
of an ever-youthful, adventurous and 
ingenious, but property-mad, mankind. 

It is a strange spectacle to see the 
very people who two years ago preached 
the gospel of the endless spiral of 
mounting wages and prices, the advo- 
cates of the new era of endless pros- 
perity, now wedded to visions of an 
endless era of adversity and decline. 

But, those of us who have studied 
history know that these up-and-down 
swings have always been concomitants 
of human progress and, while our prob- 
lem seems more staggering on account 
of its gigantic proportions, this growth 
in the scope of the problem has, it 
seems, perturbed each generation as it 
came to struggle with its peculiar period 
of distress. Nobody may venture to 
predict when this depression will end, 
but no sane person doubts that, eventu- 
ally, it will end, and that a country as 
unique in resources and opportunities as 
ours will ultimately get back into its 
stride. Comparatively brief periods of 
under-production in a country contain- 
ing over 120,000,000 temperamentally 
enthusiastic consumers must bring about 
a certain revival of business activity. 


ALBERT H. WIGGIN, CHAIRMAN GOVERN’ 
ING BOARD, CHASE NATIONAL 
BANK, NEW YORK: 


The year 1930 started with a rela- 
tively mild business reaction, which was 
progressive but still mild through the 
first quarter. In April there was a 
slight but definitely noticeable improve- 
ment in business sentiment, and the 
April figures for industry and trade 
showed that this improved sentiment 
had a justification in fact. The rally 
was feeble and short-lived. May showed 
a down-turn, June a further recession, 


while July exhibited a decisive slump. 
Figures for the succeeding months have 
shown progressive declines, when allow- 
ance is made for seasonal factors. 

The year-end level in the volume of 
production is very low. But the con- 
sumer buying has not fallen in propor- 
tion. Inventories of finished goods in 
the hands of producers and distributors 
appear to have been reduced to ex: 
tremely low volume. We are justified 
in the expectation that this alone will 
lead to a corrective reaction. Its perma 
nency depends upon the progress w 
make in correcting the causes which 
have brought about and prolonged th 
depression. 

These causes are: 


(1) The impediments to international trad 
through excessive tariffs and other re 
strictive policies; 

(2) The abnormalities in certain commodit) 
markets due to governmental anc 
private attempts at valorization; 

(3) The tardiness with which wholesal 
prices of finished goods, retail prices 
wages and rentals have adjusted them- 
selves to the sharp fall in raw ma 
terials. 

(4) Low money rates and excessive credit 
in the past which led to undue di 
version of bank money to slow and 
speculative uses; and 

(5) Political difficulties, especially in India, 
China and Russia. 


The most serious of the adverse fac- 
tors affecting business is the inability of 
foreign countries to obtain dollars in 
amount sufficient both to make interest 
and amortization payments on_ their 
debts to us and to buy our exports in 
adequate volume. 

From the middle of 1924 to 1929, we 
delayed the adverse effect of our high 
tariffs upon our exports by heavy buy- 
ing of foreign bonds. The effect of 
this was to increase, year by year, the 
interest and amortization charges the 
foreign countries have to meet, and to 
bring about a congestion in our foreign 
bond market. Our alternative today is, 
therefore, either a reduction. of our 
tariffs, or readjustment to our greatly 
reduced volume of exports. The bur- 
den of this readjustment, now under 
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way, falls with particular weight upon 
igriculture. Farms are being abandoned. 
All our export interests are affected, in- 
cluding automobiles, copper, oil and 
nany manufacturing lines. In time, we 
an work through it, producing less for 
xport and more for the domestic mar- 
cet. A reduction in tariff, made in the 
nterest, not of change but of stability, 
vould still leave us our general protec- 
tive tariff system. 

Cancelation or reduction of the inter- 
illied debts has been increasingly dis- 
ussed throughout the world. This 
juestion has an importance far beyond 
he dollar magnitude of the debts in- 
volved. Without commenting on the 
nany arguments on both sides of the 
controversy and aside from the ques- 
tion of the justice of cancelation, I am 
firmly convinced it would be good busi- 
ness for our government to initiate a 
reduction in these debts at this time. 

Industry and commerce have limited 
debt and a large volume of quick assets, 
including large cash balances. This, al- 
though undoubtedly a source of great 
strength, has probably delayed necessary 
readjustments and helped to prolong 
the depression. In 1921, money was 
tight, and merchants and manufacturers 
heavily in debt. They had no option 
but to scale down costs, reduce wages, 
and abandon unprofitable activities. Past 
costs of production were forgotten, and 
goods were sold for what the markets 
would pay. The way was quickly 
cleared for improving business, which 
began in the third quarter of 1921. 

We attempted, as a matter of collec- 
tive policy, to hold the lines firm follow- 
ing the crash of 1929. Wages were 
not to be reduced, buying by railroads 
and construction by public utilities were 
to be increased, prices were to be main- 
tained, and cheap money was to be the 
foundation. The policy has had a 
thirteen-month test. It has failed. Each 
industry and each enterprise must study 
its own problems and adjust itself to 
the markets. 

It is bad policy for a government, or 
for an industry by concerted action, to 
try to keep prices permanently above 
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the level which the supply and demand 
situation justifies. We have recently 
seen this in copper, wheat, coffee and 
other commodities. We must keep the 
markets open and prices free. 

It is not true that high wages make 
prosperity. Instead, prosperity makes 
high wages. When wages are kept 
higher than the market situation justifies, 
employment and the buying power of 
labor fall off. American business has 


ALBERT H. WIGGIN 


Chairman of the governing board of 
Chase National Bank. 


proved its good will in dealing with 
labor on this point in the past year, and 
in many industries may reasonably ask 
labor to accept a moderate reduction of 
wages designed to reduce costs and to 
increase both employment and the buy- 


ing power of labor. Our restricted im- 
migration, coupled with our relative 
abundance of capital and natural re- 
sources, is sufficient safeguard for 
American wages. 

In my report last year, I described 
our money market as paradoxical. Rates 
on short-term Government paper, ac- 
ceptances, call loans and prime commer- 
cial paper were low, and the yield on 
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A CONDENSED STATEMENT of CONDITION 
(Covering all Offices and Foreign Branches 
as of Decemver 31, 1930 






RESOURCES 
Cash and Due from Banks ........ $138 448,227.57 
United States Government Securities 48,165,149.54 











State and Municipal Securities.... 11,845,896.62 

Acceptances of Other Banks....... 56,177,171.83 

Demand Loans to Brokers......... _ 42,454,783.44 $297,091,229.00 
Loans, Discounts and Investments............... 384,981,528.19 
00 Oe hc cco wi's a /Siallote sreacoranaue 15,511,215.52 
Customers’ Liability Account of Acceptances..... 49 630,979.40 
Accrued Interest Receivable and Other Assets.... 3,507,428.38 





Total 














$750,722,380.49 


LIABILITIES 

SE Se a pO eC ee Pee $44,500,000.00 
Surplus and Profits............... 41,075,253.93 $85,575,253.93 
Reserves, including Interest, Taxes, Dividend, and 

Ee ee er ee eee 4,406,989.34 
Acceptances Executed for Customers............. 52,266,347.17 
Endorser on Acceptances and Foreign Bills Sold.. 22,923,266.44 
Items in Transit with Foreign Branches and Other 

I ohn ook oo ena el eer va Ca eo aah deat 4,315,093.79 
IR iis 5520 Ai acter mcaidiarelesie ake > aS via Sielorwsletiely ale 581,235,429.82 


Total $750,722,380.49 


80090909 ————————————_—_—— 







The figures of Old Colony Trust Company and The First National Old 
Colony Corporation, both of which are beneficially owned by the stock- 
holders of The First National Bank of Boston, are not included in the above 
statement. 
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prime bonds was moderate and was 
working lower. The return on secon- 
dary bonds and on foreign bonds was 
very high. The end of 1930 shows 
this situation intensified. 

Short-term funds have been a drug 
on the market. Misled by the low rates 

4 money, underwriters have issued 
ecurities in large volume during the 
ear, particularly bonds, which have not 
ret the anticipated cordial reception. 
if money rates had remained firmer dur- 
ng 1930, we should have witnessed 
iquidation of bank credit behind securi- 
ies, including both customers’ loans and 
vank holdings of bonds, instead of the 
ise in stock market prices in the first 
juarter of the year. This would have 
reduced the violent breaks in the stock 
narket in the autumn and would have 
trengthened the liquidity of the gen- 
‘ral banking position today. 

I do not know whether we shall see 
lower prices in the stock market or not, 
but I do know that there are many se- 
curities, both stocks and bonds, which 
are now selling for less than they will 
be worth in normal times and at prices 
which should prove attractive to the 
investor. 

To recapitulate: It is not possible to 
set a date for the beginning of business 
recovery. I think that we are approxi- 
mately at the worst of the depression, 
and that the next important move will 
be upward. I am confident that the 
credit fabric is strong enough to stand 
any additional strain which a continu- 
ance of the depression may impose 
upon it. I think that nothing is to be 
gained by encouraging unreasonable 
hopes or by concealing unfavorable fac- 
tors. With full realization of the ad- 
vantages of restricted production in 
special circumstances, I have no ‘sym- 
pathy with price fixing _palliatives, 
whether employed by governments or 
by trade combinations, which merely 
delay necessary readjustments. I think 
that the forced maintenance of wage 
scales at which labor cannot find em- 
ployment does no good to labor or to 
anyone else. Our depression has been 
prolonged and not alleviated by delay 
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in making necessary readjustments. I 
expect conditions at the end of 1931 to 
be a good deal better than they are at 
the end of 1930. 


EDWARD C. DELAFIELD, PRESIDENT, THE 
BANK OF AMERICA, N. A., 
NEW YORK: 


The reaction in business which first 
made itself evident to the public in 
October, 1929, and has continued 


through 1930, was markedly different 


Epwarp C. DELAFIELD 


President Bank of America, N. 
New York. 


A; 


from former reactions chiefly on account 
of the fact that industry for the most 
part during the prosperous period had 
taken the precaution to protect itself 
against the future by permanent financ- 
ing, through the issuance of securities. 
It was different, too, in that the turn- 
over in industry had so speeded up that 
in the majority of cases inventory com- 
pared with sales was small, and the re- 
duction in business was possible without 
the usual consequent financial strin- 
gency. 

The banks, therefore, were not called 
upon to the same extent for largely in- 
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reased loans to industry, but were in 
1e position of carrying secured loans to 
large amount on collateral. The de- 
ition in values, although rapid, was 
ow enough to take place without im- 
pairing the safety of these loans, and 
the larger banks have remained in a 
liquid position and kept their resources 
tree for the needs of their customers. 


HARLES E. MITCHELL, CHAIRMAN OF 
THE BOARD, NATIONAL CITY 
BANK, NEW YORK: 


It is a well known fact that the 

yurse of business is subject to alternat- 

ig periods of activity and depression, 
more or less pronounced according to 
the circumstances of the time and the 
xtent to which the movements are car- 
ried by the prevailing spirit of optimism 
yr depression. 

The industrial depression which be- 
gan in the last half of 1929 has proved 
to be much more severe and widespread 
than was anticipated in business circles 
one year ago. The break in the stock 
market, upon which interest chiefly cen- 
tered in the last two months of 1929, 
was only one factor in the situation 
and not the most important one. The 
world-wide fall of commodity prices, 
particularly prices of farm products and 
raw materials, has been the outstanding 
feature of the year’s developments, and 
it is evident that this has been mainly 
due to conditions which had their origin 
in the economic disturbance caused by 
the war. 

No such disruption of economic re- 
lationships as that caused by the war 
ever had been known in modern, highly 
organized society. Enormous derange- 
ments resulted in the business organiza- 
tion, first from forced adaptation to war 
conditions and afterward from the re- 
adjustments involved in the return to 
peace conditions. These readjustments 
began with the short collapse of 
1920-21, but the situation was tempo- 
rarily stabilized by the imperative needs 
for production in Europe and the vast 
expenditures required for reconstruc- 
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tion, rehabilitation of industry and of 
housing everywhere. 

An increase in the productivity of in- 
dustries and the development of new 
fields of industrial activity would not 
cause a business depression if it came 
about in a normal manner, but the 
changes of recent years have been so 
rapid and violent as to cause confusion 
and demoralization. 

At the moment, there is little basis 
for a prophecy of speedy recovery, but 
judging by past experience it would 


CuHarves E. MITCHELL 


Chairman of the National City Bank 
of New York. 


seem that the volume of business has 
fallen as low as it is likely to go, that 
replacement may be expected at least to 
maintain the present level, and that as 
the industries take the measure of the 
conditions with which they have to deal, 
a general revival of activity will gradu- 
ally develop. 

For the business man who has a clear 
understanding of the difficulties in which 
the present situation is involved and a 
determination to adapt his policies to 
the realties, the future surely will afford 
opportunities as great as have been open 
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at any time in the past. Unquestion- 
ably this country is going forward. 


FREDERICK H. RAWSON, CHAIRMAN, FIRST 
NATIONAL BANK, CHICAGO: 


Fundamentally, this country is sound 
and healthy and there is no reason to 
let despair grip us and lead us into 
ways which may only hamper and delay 
a return of prosperity. 

In his annual message to Congress, 
President Hoover pointed out that many 
of our troubles are due to conditions 
outside of our own boundaries. From 
some points of view this is one of the 
unfortunate aspects of our _ present 
situation, for we are likely to find that 
in spite of our own efforts our recov’ 
ery cannot be a complete one until there 
is improvement elsewhere. Notably, 
political and agricultural conditions , in 
certain parts of Europe, in the Far East, 
Australia, and South America must be- 
come such that these regions will again 
be able to purchase readily our manu- 
factured goods and raw _ products. 
Nevertheless, there are certain factors 
also at home upon which our imme- 
diate business future is more or less 
dependent. 

Overshadowing everything is the 
question of the commodity price level 
which, while showing some tendency. in 
recent weeks to move horizontally, on 
the whole continues to decline. It is 
well known that a long continued fall- 
ing price level means recession in busi- 
ness, unemployment, and a dislocation 
of the relation of debtor and creditor. 
Before we can expect a return to nor- 








mal conditions the commodity pric 
level must reach a point of stabiliza 
tion so that business may be certain o 
a fair profit and raw products can be 
bought in quantities with some degre 
of assurance that this will not involv 
ultimately serious loss. 





F. H. Rawson 


Chairman, First National Bank of 
Chicago. 


Another important factor is the need 
of a decided and permanent improve- 
ment in the bond market. Such im- 
provement as there has been applies 
almost entirely to the highest grade 
bonds. 






Modern Credit Practice 


Certain Aspects of Banking Methods 


RESENT-DAY business practices 

demand a more accurate _back- 

ground in the measurement of 
credit standing than that which was 
sed ten years or more ago. At that 
irlier time, much credit was extended, 
nd extended safely, through the in- 
macy and personal knowledge that 
<isted between the borrower and _ his 
ink. The moral risk, so-called; was 
the high light of earlier credit granting. 

During the last twenty years the 

‘owth of production has tremendously 

icreased the size of borrowings. This 

eriod has also seen the increase in 
umber of bank accounts until, today, 
redit lines must generally be extended 

1 the face of personal contacts less in- 
timate and frequent. For that reason 
the creditor is interested in a more def- 
nite measure in evaluating the strength 
‘f his risks. 

It is not a question for argument as 
to whether or not there are differences 
in the financial structure of a whole- 
sale dry goods merchant and a cotton 
mill. Certain lines of business endeavor 
require tremendous investment in plant, 
while others demand nothing more than 
executive offices. The strain upon cap- 
ital as between these two types of busi- 
ness is entirely at variance, and this 1s 
another reason why it is important that 
the granter of credit know something 
about the typical financial make-up of 
a whole trade, as such. If this knowl- 
edge is not available the granter of 
credit is in the position of loaning funds 
or selling goods by a blind rule-of- 
thumb that may, in many instances, 
prevent him from assuming a reasonable 
risk and, in other instances, may lead 
him into the assumption of a weak risk, 
either of which extremes is equally un- 
desirable. 


Originally organized largely as an 


Reprinted from The Index, published by 
the New York Trust Company. 


acquaintance-developing agency between 
the leading loaning officers of the banks 
of the country, the Robert Morris As- 
sociates came into being in 1915. It is, 
itself, not a loaning organization and 
has no direct interest in any loans. The 
organization membership is composed of 
more than four hundred of the leading 
commercial banks of the country. This 
membership is corporate and belongs to 
the bank. A bank may be represented 
in the organization by a loaning officer 
or the head of a credit department. 
The organization has in the last eight 
or nine years undertaken serious re- 
search. One of its principal activities 
has been to develop for its members, 
and for business executives banking with 
its members, common backgrounds of 
experience by which the banker and the 
business executive may know more ac- 
curately what constitutes normal pro- 
portion in different lines of business. 


COMPOSITE STATEMENT STUDIES 


The first conception of this work lies 
in the assumption that it might be pos- 
sible to develop a balance sheet and op- 
erating statement typical, as an example, 
for the wholesale grocery business. This 
typical statement would constitute a 
very valuable yardstick by which to 
measure the individual statements of 
wholesale grocers. The first evidence 
of this practical research work made its 
appearance in 1920. It covered studies 
in seven lines of industry and was based 
upon a careful review and analysis of 
approximately three hundred financial 
statements. As of December 31, 1929, 
the statement studies of the Associates 
have grown so as to embrace more than 
ninety trades or divisions of trade, and 
are based upon the receipt in the office 
of the Associates of approximately 
seven thousand statements, of which 
nearly five thousand were found to be 
applicable to the studies. 
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While there is not space enough to 
explain in great detail the methods of 
deriving common backgrounds, the prin- 
ciples involved can readily be outlined. 
The first step is to assemble and ac- 
cumulate as many statements as possible 
for each division of industry. This is 
a process of simple addition. For ex- 
ample, in 1929 the Associates added to- 
gether into single common statements 
the separate statements of 126 depart- 
ment stores, 65 furniture stores, 54 
meat packing companies, and made 7 
separate studies of printers according to 
various sizes, culminating with a com- 
posite printers’ statement composed of 
582 separate statements. 

This composite statement for any 
trade not infrequently runs into many 
hundreds of millions of dollars and is 
an unwieldly exhibit. Therefore, each 
separate statement item is divided by 
the total footings of the statement and 
is expressed in its percentage to that 
total. When these separate percentages 
are added, a statement results in which 
the total footings are 100 and the en- 
tries for each item express the percent- 
age which that item bears to the total 
footings. 

This reduction of the background 
figures makes it possible to compare 
very readily any statement reduced in 
a similar manner to this common set-up 
and many deductions can be made with- 
out further computation. For example, 
if, in a single statement, the cash ac- 
count indicates that the company has 
1.77 per cent. of its assets in cash, 
whereas a large group of similar com- 
panies in composite have 5.26 per cent. 
of their assets in cash, it becomes fairly 
obvious that the single company is 
carrying less cash, or immediately avail- 
able funds, than is typical of the in- 
dustry. If this same company were to 
show that its inventory were 33.55 per 
cent. of its total assets, whereas for the 
combined trade statement the percentage 
was 23.31 per cent., it would again be- 
come fairly evident that this single com- 
pany was over-inventoried. Such direct 
comparison through a commoncsize 
statement set-up can be made either 
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with such a trade background or as be- 
tween two companies of dissimilar size. 
The commonvsize statement retains all 
of its original proportions, changing 
only in size. This is a significant part 


of the use of this background. 


RATIOS 


Prior to 1920 the common denomi- 
nator of credit strength was the current 
ratio, and the proportion of two dollars 
of current assets for each dollar of cur- 
rent liabilities was a rather generally 
accepted point of satisfaction. A cur- 
rent ratio below this standard was auto- 
matically considered bad, while one 
above this proportion was also auto- 
matically considered good. The studies 
of the Robert Morris Associates, how- 
ever, indicate that it is not at all un- 
common for current ratios for an in- 
dustry as a whole to range above 2% 
for 1. Taking the packing business as 
an example and using fifty-four separate 
companies, 50 per cent. of the com- 
panies show current ratios of better 
than 2.84 for 1 and 25 per cent. of the 
companies show current ratios of bet- 
ter than 4.15 for 1. On the other hand, 
the statements of twenty-five coal deal- 
ers showed current ratios averaging 1.65 
for 1. This is not an uncommon ex- 
perience in the office of the Associates. 
The former tacit acceptance of 2 for 1 
has seemed to be rather definitely re- 
futed by the facts. 

Almost immediately in the investiga- 
tion to establish better measurements 
for credit strength, the Associates de- 
cided that the reliance upon a single 
proportion was unsafe. Window-dress- 
ing operations might very easily be used 
to produce the desired current position. 
This is perhaps most clearly demon- 
strated by a funding operation of part 
of the current debt. Assuming that a 
company had $200,000 of current assets 
and $150,000 of current debt, the cur- 
rent ratio would have been 1.33 for 1. 
If the company thereupon floated a 
bond issue of $50,000, leaving the cur- 
rent assets untouched, the current ratio 
would become 2 for 1. If, in the fund- 
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ing operation, a funded debt of $100,- 
000 had been created, the current ratio 
would have been 4 for 1. This opera- 
tion does not reduce the debt but simply 
changes it from a current to a non- 
current type. The money is just as 
definitely owed but the time of pay- 
ment has been somewhat deferred: 

This suggests immediately the neces- 
sity of measuring the debt position ir- 
respective of current position. The 
Associates have adopted a proportion 
between net worth and debt as a ratio 
means of establishing a figure that will 
fluctuate and indicate the debt and 
capital position. 

The Associates have also developed 
data on seven other proportions taken 
from the important items of a financial 
statement. These are the proportions 
between net worth and fixed assets, 
sales and receivables, sales and merchan- 
dise, sales and fixed assets, sales and net 
worth, profits and net worth, and profits 
and sales. 


The development of these proportions 
and the recording of them substitutes 
for phraseological criticism, definite and 
concise statements. It is one thing, for 
example, to state that a company is 
overinventoried. This is decidedly in- 


definite. If, however, the analyst knows 
that within a trade it is common for 
the sales to be 650 per cent. or six and 
one-half times the inventory, and that 
the single company shows its sales to be 
556 per cent. or 5.56 times its inven- 
tory, a definite comparison of the over- 
inventoried position is made possible. 
These figures are taken from an actual 
case. The company’s relation of sales 
to its inventory is only 85 per cent. as 
high as the relation between sales and 
inventory found to be common to the 
industry. It seems safe to assume, 
therefore, that this particular company 
is at least 15 per cent. overinventoried 
and that executive attention should be 
paid to liquidating the inventory with 
particular stress on the slow moving 
parts of it. 

Window-dressing for the current ratio 
was a very common practice ten years 
ago. It still continues to be more or 
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less frequent and can be accomplished 
in very many and, perhaps, legitimate 
ways. For example, a merchant may 
allow his inventory to run down during 
the last month of his fiscal year, using 
his intake of cash from collections to 
retire his indebtedness rather than to 
replenish a depleted inventory. By this 
process it is possible to raise the current 
ratio. Such a stimulated current ratio, 
however, will be immediately washed 
down when buying for inventory re- 
plenishment begins after the end of the 
fiscal year. A number of cases have 
come to the attention of the Associates 
of just this sort of window-dressing. 
The figures may be honest in ethics be- 
cause they were given out showing an 
actual condition. They were mislead- 
ing, however, because the condition is 
not a normal one nor one that can be 
maintained. When testing the current 
ratio of a company and finding it to be 
sufficiently near the trade level to be 
safe, if one were to find the sales pro- 
portion to merchandise considerably 
higher than that which is usual for the 
trade, the question arises in the mind 
of the credit granter as to how so great 
a volume of business can be secured 
and supported on such a small inven- 
tory. In not a few cases this question 
having been asked of the borrower, in- 
formation has been forthcoming to in- 
dicate that inventory actually was al- 
lowed to run off so that the intake 
could be used to produce the current 
ratios demanded. 

By the use of multiple ratios, win- 
dow-dressing is much more readily de- 
tected. It is far harder to manage the 
affairs of a company so that several 
proportions can be systematically and 
properly increased so as to meet up to 
the typical requirements of its particular 
trade. The mere injection of the ratio 
between net worth and debt, on the 
one hand, and sales to merchandise on 
the other, has disclosed innumerable in- 
stances of window-dressing. 

The merchant’s object in being in 
business is to make a profit. Profits are 
what attract capital to any type of busi- 
ness. Success in profit-making is a 
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crude but forceful indicator of ability. 
When profits on net worth or on sales 
for any particular industry achieve a 
common percentage which cannot be 
achieved by an individual company, the 
managerial ability of that company’s 
officials can become quite properly sub- 
ject to question. The multiple-ratio 
method of analysis is an attempt to 
vitalize the figures to the point that 
they will reflect the effects of manage- 
ment and defeat unusual operations in 


handling the figures. 
SALVAGE THROUGH TIMELY DETECTION 


Within the last five years a secon- 
dary, although highly important, value 
has been achieved by the use of this 
type of data. The credit man of today, 
realizing a weakening tendency as com- 
pared to a trade movement on the part 
of an individual risk, does not imme- 
diately close the credit but attempts 
rather to save the situation by consulta- 
tion with the executives in authority. 
Full and complete analysis of the fig- 


ures, through comparison with trade 
conditions, makes it possible for the 
credit granter to offer suggestions as to 
management for the improvement of the 
affairs of the single company. This is 
no longer a theoretical or hypothetical 


assumption. Many definite instances 
are on record wherein the first knowl- 
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edge of impending disaster was realized, 
too late, whereas if previous study had 
been given to trends contrary to those 
typical of the inudstry, trouble might 
have been foreseen. There are also re 
corded instances in which suggestions 
deduced entirely from the ratios above 
described have made it possible for the 
banker and the client, through mutual 
co-operation, to bring about changes in 
management and policy that have saved 
companies from financial collapse. Every 
company so saved from economic de- 
struction is the equivalent of creating 
absolutely new business. Further than 
that, it has a tendency to stabilize busi- 
ness by eliminating unsound practice. 

Any credit man knows that failures 
come more generally among the weaker 
elements of an industry than among 
the strongest ones. The most highly 
advertised companies are not necessarily 
the strongest ones. The most highly 
sumes that, because a name is well 
known or large, it is, therefore, strong. 
Common-size backgrounds, usual pro- 
portions, multiple proportions rather 
than a single proportion, together with 
a helpful hand on the part of the 
creditor pointing the way to improve’ 
ment—such are the considerations ani- 
mating the banker of today toward 
commercial borrowers of established 
character. 
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Banking Failures in 1930 


UN your pencil around a map of 
the United States, making dots 


for each half mile circumscribed, 
and you will number the banks that 
stood a year ago as a continuous barrack 
protecting the dollars of a rich land. 

We had 24,630 banks all in service 
on December 31, 1929. 

That is more than two banks for each 
of the 10,758 miles of exposed area 
bounding the United States. 

Then came the economic strain of 
1930. It gave this solid line of monied 
forts a severe test. One bank in every 
nineteen fell. (Specifically it was one 
in every 18.57 banks.) They were un- 
able to resist the pressure. Either by 
order of their own directors, or the 
banking authorities, they suspended 
payments to depositors. 

Expressed otherwise 1326 banks in 
this country closed their doors in the 
calendar year 1930. Depression, panics, 
hard times, always tax the strength of 
institutions but the records do not show 
so high a mortality rate for any year 
as that we have so recently witnessed. 
In 1929 there were 642 suspensions. 
In 1928 there were 491. In 1921, a 
bad year, there were 501. 

Yet it is just a little misleading to 
say that one bank in every nineteen in 
this country closed its doors in 1930. 
Were our banks all equal in size and 
importance these casualties would leave 
our financial frontier badly impaired. 
But they are not all equal. Generally 
speaking the banks that fell were tiny 
forts at inaccessible points along the 
boun lary. They were not the power- 
ful machines stationed at the strategic 
gateways. 


Deposits lodged in the failed banks 
represented but a dollar for every $60 
of the total lodged in the country’s 
banks. 

On December 31, 1929, the banks of 
this country held on deposit $55,289,- 
000,000. 

Boiled down to a few words, then, 
one bank in nineteen in this country 
closed its doors in 1930 but the failed 
institutions lodged only one dollar in 
every sixty held as deposits by our 
various banks. 


WHY? 


So much for a picture of what hap- 
pened in 1930. Still more important is 
it to know why the casualties in that 
year ran so high. Were they the re- 
sult, as so many think, of the extraor- 
dinary strain imposed on our banking 
structure through the depression in 
business? Or were they the evidence of 
a system containing links fundamentally 
weak? Apart from the relation of the 
1930 banking failures to the general 
situation in business must be considered 
some forces that have been long bur- 
dening the small banks of this country. 

For it was not in 1930 that we had 
our first evidence in this country of the 
inability of our banks numerically to 
stand up against the advent of new con- 
ditions. Three hundred or four hun- 
dred or five hundred of our banks close 
their doors every year. Strike an aver- 
age of the bank suspensions over the 
last ten years and you will find that 
nearly seven hundred banks suspend 
payments each year. 

On page 198 is a table of the number 
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of bank suspensions in the United States 
since 1921: 


All 


Reserve 


Non- 


Year 


1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 


Total (ten years) .. 6,968 


banks members members 


70 431 
57 297 
124 524 
159 617 
466 

796 

538 

418 

561 

1,138 





5,786 


But any study of the numbers of 
bank failures in the United States over 
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the last ten years is misleading since it 
fails to reveal the importance of the 
Without minimizing 
the seriousness of a suspension for a 
bank of whatever size, it is imperative 
in studying the economic significance of 
suspensions in this country to go one 
step further. It is from an analysis of 
the volume of deposits lodged in the in- 
stitutions suspending payment that we 
derive a more accurate measure of their 
importance than from an_ arithmetic 
count of the suspensions. 

On page 199 is a table showing in 
thousands of dollars the deposits held by 
banks suspended in the United States 
since 1921: 


failed institutions. 


BANK SUSPENSIONS IN THE UNITED STATES 
FROM 1921 TO 1930 


(Banks CLOSED TO PUBLIC PERMANENTLY OR TEMPORAR- 
ILY ON ACCOUNT OF FINANCIAL DIFFICULTIES BY ORDER 
OF SUPERVISORY AUTHORITIES OR DIRECTORS OF THE BANKS) 
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[ >) N. Y. EVENING POST !93! 
Many BaNKs SUSPEND PAYMENT IN 1930 
What the above chart reveals is that in 1930 no fewer than 1326 banks closed their 
doors. But the figures emphasize one thing more. They show that the number ol 
suspensions was greater among non-member banks than among those that are under 
the supervision of the Federal Reserve System. 





Bonds for Investment 


Public Utility, Municipal, Railroad, 
Industrial, Real Estate, 
Foreign and Domestic 
Financing 


Harris, Forbes & Company 
NEW YORK 


Harris, Forbes & Co Harris Trust and Savings Bank 
Incorporated Bond Department 
Boston Chicago 


Harris, Forbes & Co., Ltd. Harris, Forbes & Co., Ltd. 


Montreal London 


All Reserve Non- New York 3,250,000 

Year banks members members New Hampshire .... 1,400,000 
(in thousands) Pennsylvania 3,600,000 

1921 $196,460 $42,503 $153,957 Massachusetts 3,374,000 
1922 110,721 24,243 86,478 Connecticut 3,068,000 
1923 188,701 51,228 137,473 Maryland 2,463,000 
1924 213,338 74,469 138,869 Kentucky 2,180,000 
1925 172,900 67,264 105,636 California 1,534,000 
1926 272,488 68,812 203,676 Ohio 1,176,000 
1927 193,891 66,336 127,555 Florida 1,142,000 
1928 138,642 42,240 96,402 Tennessee 993,000 
1929 234,53 $7,135 177,397 New Jersey 888,000 
1930 )3 388,799 $15,453 Vermont 884,000 
West Virginia 767,000 

Total North Carolina 680,000 
(ten years) $2,625,627 $833,029 $1,742,598 Utah 674,000 
Louisiana 658,000 

. . Arizona 613,000 
Refine these figures still further and Mississippi 575,000 
you will make the startling discovery Illinois 524,000 
that a great majority of the suspensions cea ame 
in different states represented institu- Wisconsin 371,000 
tions that can only be described by the Arkansas 364,000 
word “tiny.” For purposes of emphasis Iowa — 362,000 
it is useful to classify the average sizes Washington 355,000 
of failed banks in the calendar Vege pap 
Be ~ yous Michigan 322,000 
1930. Alabama 312,000 
Following is a table showing the South Carolina .... 297,000 
average volume of deposits involved for South Dakota 260,000 


‘ : ‘ Kansas 255,000 
each bank that failed in the various Georgi 251.000 


States: Nebraska 232,000 




















Excessive Liquidity 


VS e 


Sound Bank Management 


[ “Our bank is practically 75% liquid. I am not proud 
of it; rather, I am ashamed of it.’”,—-A Certain Banker 


Need for such abnormal caution is now generally re- 
garded as having passed. Like the banker quoted above, 
bankers who fail to take advantage of current opportunities 
in the investment field may face disappointment in the 
earnings statements of their banks in the coming year. 

If history repeats itself—and it generally does— timid 
funds are likely to remain in hiding too long, and when 
they finally enter the market, will discover many competi- 
tors all bidding for the same merchandise. 

We urge the managers of investment portfolios to reval- 
uate in their true light, those factors affecting the trend of 
money rates, and adopt an investment policy without delay 
which will offset the high cost of operation. 

The services of our Bank Service Department are avail- 
able for consultation without charge. 


Write for “‘ Bank Secondary Reserve and Invest- 
ment Policies,’’ the recognized standard work on 
this subject and for literature describing our work 


Ames, Emerich & Co., Inc. 


New York Chicago 


Philadelphia Milwaukee St. Louis San Francisco 
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Oklahoma 
Montana 
Missouri 
Colorado 
Minnesota 
North Dakota 
Oregon 


212,000 
211,000 
193,000 
184,000 
147,000 


The only states that went through 
1930 without a single bank suspension 
were Maine, Rhode Island, Delaware, 
Wyoming, New Mexico, Nevada and 
the District of Columbia. 


VOLUME OF DEPOSITS 


Now it is apparent from this analysis 
that the average volume of deposits 
in the failed institutions did not 
equal $500,000 in Indiana, Michigan, 
Wisconsin, Minnesota, Iowa, Missouri, 
North Dakota, South Dakota, Nebraska, 
Kansas, Virginia, South Carolina, 
Georgia, Alabama, Arkansas, Oklahoma, 
Texas, Montana, Idaho, Colorado, 


Washington and Oregon. 


They did not even average $100,000 
in Minnesota, North Dakota, Idaho and 
Oregon. Idaho registered a suspension 
of a bank with deposits of only $46,000. 
And Oregon $87,000. 

No student of the situation would 
emerge with a conclusion that small 
banks are necessarily weaker than large 
but the casualty list of 1930 does plainly 
reveal a larger mortality among banks 
relatively unimportant in size than 
among those of sizable deposits. That 
it is not strictly a matter of deposits 
but a consideration as well of manage- 
ment is shown by the outstanding ex- 
ception of the suspension of a large in- 
stitution, the Bank of United States, in 
New York. Now we must approach 
an analysis of the 1930 suspensions with 
an eye to the area represented for a 
new interpretation of these heavy 
casualties. For it is a fact that not only 
were the suspensions most numerous 
among the small banks in this country 
but they were most numerous in areas 
affected by the agricultural and drought 
difficulty. 

Following is a table showing the 
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areas of greatest mortality by indicating 
the number of 1930 bank suspensions 
represented for each state: 


Suspensions 
Arkansas 
Illinois 
Missouri 
Indiana 
North Carolina 
Iowa 
North Dakota 
South Dakota 
Mississippi 
Kansas 
Nebraska 
Florida 
Texas 
Alabama 
Georgia 
Kentucky 
Tennessee 
South Carolina 
Ohio 
Wisconsin 
Minnesota 
Oklahoma 
Michigan 
Pennsylvania 
Virginia 
Montana 
Louisiana 
West Virginia 
New York 
California 
Connecticut 
Arizona 
Colorado 
Massachusetts 
New Jersey 
Utah 
Washington 
Oregon 
Maryland 
Vermont 
New Hampshire 
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ARKANSAS FIRST 


Numerically speaking Arkansas, with 
its 133 suspensions, captures the 1930 
record for a high mortality rate partly 
for the reason that the distress from 
drought and agricultural reverses was 
severe in that- state. Missouri suffered 
104 suspensions. Illinois, 124.  In- 
diana, 89. North Carolina, 89. Iowa, 
86. Plain it is to see that area is quite 
as important a consideration in an 
analysis of our bank failures as size of 
the institutions involved. 
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UNITED 


FOUNDERS 
CORPORATION 





A holding company 
which controls United 
States Electric Power 


Corporation and 


American Founders 


Corporation. 
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Not all suspended banks keep their 
doors closed indefinitely. In the ten 
years ended December 31, 1930, no 
fewer than 6968 banks failed but in 
that same period 797 banks were re- 
opened for business. 

And so with 1930. The year brought 
1326 suspensions but it likewise brought 
138 reopenings. In Arkansas alone, 
where 133 banks suspended payment in 
the calendar year, there were 31 re- 
openings. In Nebraska there were 42 
suspensions and 22 reopenings. In In- 
diana there were 8° suspensions and 18 
reopenings. 

Yet one point more remains for em- 
phasis in the report of banking casual- 
tics. But 188 of the 1326 suspensions 
were members of the Federal Reserve 
System and subject to the watchful eye 


of the central banking authorities. It 
recalls a recent statement of Comp- 
troller Pole that the number of banks 
with national charters that failed in the 
year following the 1929 panic was 
only 104. 


CLOSER REGULATION NEEDED 


What this observation reveals is that 
the mortality rate can be cut down sub- 
stantially through a closer regulation 
over banks in various sections of the 
country and particularly greater atten- 
tion to the granting of charters. That 
the suspensions have been held to a 
minimum in banks that are under im- 
mediate supervision of the Federal Re- 
serve authorities is pretty plain evidence 
that the guidance of the banking au- 
thorities is working to the advantage of 
the business. 

Summarizing the last year’s bank 
suspensions in this country we may 
reasonably conclude that: 

First, suspensions in 1930 were con’ 
centrated in the small banks. But this 
does not mean necessarily that a bank 
is inherently weak because it is small. 

Second, a great majority of the sus 
pensions, numerically speaking, occurred 
in such states as Arkansas, Iowa, In- 
diana, Missouri and Illinois, where busi- 
ness was adversely affected by drought 
and agricultural distress. 

Third, bad management, which may 
mean either mismanagement or incom: 
petent management, in 1930, as in 
former years, was: one explanation for 
the high mortality rate. 

Fourth, while the depression in busi 
ness accentuated the bank difficulties in 
1930 it does not entirely explain the 
high casualty rate, for in every year of 
the last decade bank failures have been 
numerous. 

Fifth, suspensions were held to a 
relatively low rate in banks that were 
members of the Federal Reserve System. 





Are Any Bonds Depression- Proof? 


By EucEeNne H. Burris 
Bank Service Department, Ames, Emerich &@ Co., Inc. 


year, which include bank failures 

in the United States to the un- 
precedented total of 1326, have demon- 
strated the vital necessity to banks for 
stability of market, above all things, in 
the bonds which they hold in their se- 
curity accounts for purposes of secon- 
dary reserve. Means whereby stability 
of market can best be obtained in the 
present and in the future, may be de- 
duced from a study of past experience, 
during the period of adverse bond mar- 
ket conditions which began in January, 
1928, with the first advance in money 
rates. 

Adverse factors which cause declines 
in prices of bonds of one type or an- 
other, together with rising money rates, 
have been stock market crashes, declin- 
ing business activity and earnings, and 
unfavorable political and economic de- 
velopments in foreign countries. 

An explanation of how and why 
these various influences created the 
havoc they did in bond prices is not so 
much to the point, for seldom in the 
last three years were the holders of se- 
curities able to predict ensuing events 
with a sufficient degree of accuracy to 
prevent the occurrence of market losses 
in the securities which they failed to 
sell. Similarly, it is to be doubted 
whether the majority of portfolio man- 
agers ever will be able to predict these 
unfavorable results consistently enough 
to offset the law of averages. The re- 
sult must be that periods inevitably will 
recur when the case for bonds as sec- 
ondary reserve assets will be, as at pres- 
ent, subject to severe criticism in the 
minds of many bankers, who can con- 
sider their recent experiences market- 
wise only with feelings of dismay, dis- 
gust or discouragement, as the case 
may be. 

The study which is the subject of 


T= chaotic economic events of last 


this writing, is the market action of 
various types of bonds frequently ap- 
pearing in bank bond portfolios. The 
bonds chosen for this survey have been 
grouped according to type, i. e., rail- 
road, utility and industrial, and accord- 
ing to quality rating, Standard Statistics 
Al+ and A. This discussion includes 
only the two quality groups, Al-+ and 
A, for the sake of space and because the 
highest quality classification and the 
third highest vary sufficiently to illus- 
trate the factors involved. Only se- 
curities which have been outstanding at 
least since 1925 are included in order 
to give the true picture for seasoned 
securities. Average maturities have 
been taken, none being due prior to 
1940 in order to eliminate the restricted 
price swings which attend short-term 
maturities. January, 1928, has been 
taken as the base month in calculating 
maximum declines experienced by each 
type of bond since 1928. The figures 
taken have been the average prices of 
a significant number of bonds of each 
type as of a particular date when their 
greatest decline took place. All bonds 
considered are listed on the New York 
Stock Exchange. A summary of this 
study appears in Chart I, which shows 
the dates when the greatest declines 
were recorded for the several types of 
bonds below their markets as of Janu- 
ary, 1928. 


BOND DECLINES 


It will be observed that of the bonds 
of the ‘highest quality, Al--, the rail- 
road bonds declined about twice as far 
as did either the utility or industrial 
bonds, which was an experience con- 
trary to the general theory that railroad 
bonds constitute the most stable of the 
three classes of securities. The lower 
quality railroad bonds, rated A, suffered 
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A COMPLETE INVESTMENT SERVICE 
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Do you need 


speed 


in your investment transactions? 


Our private wires—11,000 miles of them, connecting 
offices in more than 50 principal cities— 
are at your service. 


The National City Company 


National City Bank Building, New York 
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CHART I SHOWING CATES OF GREATEST AVERAGF MARKET 


DECLINES IN VARIOUS TYPES OF BONDS FROM 


THEIR. 


MARKET LEVELS AS OF JANUARY 1328 DURING THE PERIOD 
FROM JANUARY 13<8 THROUGH DECKMPER 1930 
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the most discouraging declines of any 
one type, to a maximum of an average 
of 24V, points below January, 1928, 
and all through the three years under 
consideration, rendered a very poor ac- 
count of themselves. The lower quality 
utility bonds, rated A, while they did 
not show as much stability as the 
triple-A bonds, nevertheless, their great- 
est decline was only 63%4 points, com- 
pared with 734 and 8 points respectively 
’ two types of Al-+ railroad 
nds. 


These facts of record indicate that 


the hopes for stability pinned to the 
bonds considered most dependable were 
blasted, and that unexpected stability 
was realized where little hope. had been 
placed. From this it may be deduced 
that the only approach to relative price 
stability is to be found in averages 
which result from complete diversifica- 
tion. 

The effectiveness of diversification as 
a means of stabilization is further dem- 
onstrated in Chart I by the fact that 
in; no instance do dates of greatest de- 
clines for specific types coincide. In 
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other words, when the greatest loss was 
experienced in one particular type, it 
was because that type was sensitive to 
a certain combination of adverse fac- 
tors prevailing at that time, whereas 
the other types of bonds were relatively 
immune to that particular combination. 

The two preceding observations (1) 
that various types of bonds underwent 
varying degrees of market loss, generally 
not predicted, and (2) that no two 
types of bonds were at their lowest 
prices at the same time, prove that di- 
versification among long-term bonds is 
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essential if the maximum of price sta- 
bility is to be realized in the portfolio 
of securities as a whole, in the face of 
all possible conditions. 

Diversification is a word which often 
has been blandly used—‘spread them 
around a bit’—and the full extent of 
its meaning is generally understood but 
dimly. To be effective, diversification 
must contemplate two dimensions (1) 
it must be horizontal, as to industries or 
broad classifications of bonds, such as 
rails, utilities, industrials, foreigns, etc., 
and (2) it must be vertical as to quality 


CHdART II SHOWING AVERAGE MARKET DECLINES BELOF 
MARKET LEVELS AS OF JANUARY 1328 IN VAREOUS TYPES 
OF BONDS IN DECEMBER 1930 
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ratings, i. e., Al+, Al, A and Bl-+. 
If either dimension is neglected, the ef- 
fectiveness of diversification in its most 
complete sense, for a maximum of price 
stability, is reduced commensurately. 

Bankers today may choose to forget 
their discomfort experienced during the 
lat quarter of 1930, when Standard 
Statistics’ published average for thirty 
bonds dropped from 101.9 in Septem- 
ber, 9 points to 92.6 in December. 
However, it would be constructive to 
inquire into how the average declines 
of the various types of bonds appeared 
in contrast with the restricted number 
of bonds whose published averages have 
just been cited. 

Chart II shows the situation in De- 
cember, 1930, as it concerned the same 
bonds whose action over the last three 
years is shown in Chart I. According 
to Chart II, in December the A rail- 
road bonds were at their lowest level of 
the period, 2414. points below January, 
1928, prices. Yet the bonds of some 


of the other types were doing their bit 


to counteract that great decline. The 
Al+ legal rails, although 3.65 points 
below their level of January, 1928, 
nevertheless had recovered about 4 
points of their greatest loss of the three- 
year period. The Al+. non-legal rails 
were 634 points below January, 1928, 
having recovered 14% points. Of the 
utilities, the Al-+ quality bonds were 
up 344 points above their low, and 
only 1¥g points below January, 1928. 
The A utility bonds were within one- 
half point above their low. 


APPLICATION OF FACTS 


While the group of bonds whose mar- 
ket action of the last three years has 
been surveyed here will not coincide 
with the bonds present in any one bank's 
portfolio, it matters not as to the ap- 
plication of the significance of these de- 
ductions to the case of any individual 
bank’s problem. The fundamental fac- 
tors involved are identical wherever 
market stability is sought. The stabil- 
ity to be found in those bond accounts 
where the results of complete diversifi- 
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cation can be shown, is generally greater 
than in those cases where diversification 
is handicapped due to the absence of 
specific factors. Reliance upon in- 
adequately diversified bond accounts for 
stability has cost many banks heavily 
during the three years just elapsed. 
Whether completely diversified or 
not, however, no bank holding long- 
term bonds came through the last quar- 
ter of 1930 without experiencing 
declines marketwise in its bond list. 


.The question has cropped out, there- 


fore, in almost: every banker’s mind: 
Are any bonds depression-proof? The 
answer is in the affirmative, but it is re- 
grettable that the one type of depres- 
sion-proof bond appeared in such meagre 
numbers among holdings where no 
criticism could be made on the basis of 
quality. Some banks, unfortunately, 
held none of this type. 


SHORT-TERM BONDS THE ANSWER 


The one type of bond which did not 
decline appreciably in the bond market 
debacle of December, 1930, was the 
short-term bond, regardless of whether 
it was a railroad, public utility or in- 
dustrial issue. The causes of that 
wholesale dumping of bonds on the 
market were not concerned with the © 
fear that the bonds themselves might 
default interest or principal. Rather, 
the sale of bonds at that time was oc- 
casioned primarily by a mad scramble 
for cash, principally on the part of 
banks, in order to assure the seller of 
the bonds of his ability to meet any 
possible panicky demands by his de- 
positors, and not for the purpose of 
eliminating doubtful credits from his 
holdings. 

Naturally, therefore, bonds which 
represented payments in cash due in 
the more or less remote future were 
sold in preference to assets which were 
to be realized upon in the near future. 
Assets due for payment in the near 
future include call loans, time loans, 
commercial paper, bankers’ acceptances 
and short-term bonds. The fact that 
these assets were in great demand is 
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apparent from the inordinately low re- 
turns which they yielded throughout 
the last quarter, when longer-term ob- 
ligations were flooding the market, with 
few takers. 

The factors creating this demand for 
actual cash and immediately convertible 
assets, and which caused the jettisoning 
of non-liquid assets were, principally, 
(1) a wave of bank failures, creating 
nervousness which made liquidity es- 
sential in the surviving banks, and (2) 
another stock market crash, attended by 
the usual panic mania for cash. To 
aggravate this situation, the year end 
was at hand, with its cash requirements, 
and the necessity for banks to show as 
great a liquid position as possible in 
their year-end statements. 

For the time being, the combination 
of adverse factors just outlined seems 
to be diminished in its intensity, and 
with confidence being restored, banks 
will find themselves in a position which 
will not require continued maintenance 
of such excessive cash positions at such 
costly low return. This means that the 
market for long-term bonds thrown 
overboard during the last quarter of 
1930 will feel the renewed pressure of 
buying from the banks, which must in- 
vest their funds for higher income than 
that provided by the super-liquid forms 
of investment now held as a protection 
against the current emergency. 

Nevertheless, in spite of the growing 
recovery of confidence in the minds of 
bank depositors, the osmosic process 
where deposits shift from the less strong 
banks to the stronger banks is still tak- 
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ing place, although to a diminished de- 
gree. If this continuing drain upon the 
remaining liquid assets of the weaker 
banks should precipitate another chain 
of bank failures, the resultant forced 
liquidation could well cause another 
crash in the market for long-term bonds. 


PROTECTION PROGRAM 


To protect against the contingencies 
of such a possible recurring emergency, 
the following program should be un- 
dertaken seriously: (1) Determine as 
far as possible, the bank’s requirements 
for immediate liquidity, or secondary 
reserve, by a close survey of the with: 
drawals experienced last year, supple: 
mented by the degree of confidence (or 
its lack) evidenced by the bank’s de: 
positors. (2) Establish a secondary re- 
serve comparable in size with such de- 
termined requirements, as far as is pos 
sible, in short-term bonds, where the re: 
turn is greater than from other media 
of an imminently liquid nature. (3) 
Employ excess liquidity beyond the 
above, and this does exist among the 
assets of many banks, in the purchase 
of long-term securities, scientifically di- 
versified both vertically and horizontally, 
in order to capitalize the attractive 
prices temporarily available. 

Such a program accomplishes a bul- 
wark against the emergency presented 
by the prevailing public state of mind 
and, at the same time, does not over- 
look the possibilities of recouping the 
heavy losses generally suffered in the 
1930 chaos. 
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THE BANKERS MaGazINE has secured the services of Mr. Robertson to answer 


the inquiries of readers on current problems of the credit manager. 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray Street, New York. 


UESTION: Is it proper to prepare 

a consolidated statement of two 
companies where the controlling com- 
pany owns only about 75 per cent. of 
the stock in the subsidiary concern? 


A. H. J. 


ANSWER: We believe that the pro- 
cedure is generally considered proper 
and, in fact, know of cases where ac- 
countants have prepared consolidated 
balance sheets including subsidiaries in 
which the company owned only 51 per 
cent. of the stock. Of course, in the 
preparation of such a statement the 
amount of the net worth not belonging 
to the parent company should be shown 
as an item, “Minority Interest in Sub- 
sidiary Companies.” In any event, it 
seems to us desirable where you re- 
ceive a consolidated statement to at 
least have separate figures of the bor- 
rowing concern, even though you can- 
not get a correct picture of the exact 
responsibilities back of your note. If 
the subsidiaries create indebtedness 
other than to the parent company you 
will, of course, understand how such 
creditors are really preferred so far as 
subsidiary assets are concerned; that is, 
the position of the parent company is 
really that of a-stockholder in the sub- 
sidiary and the debts of the subsidiary 
must be paid before anything will come 


to the parent company on behalf of its 
ownership in the common stock. From 
this standpoint it is highly desirable to 
cbtain separate statements of the sub- 
sidiary concerns and, if not, to know 
particularly the nature of indebtedness 
which they create and the extent of 
same. On the other hand, if you can- 
not secure a separate statement of a 
subsidiary, but have a consolidated bal- 
ance sheet and also the balance sheet of 
the borrowing company you can gain a 
good idea from the difference in liabil- 
ity shown as to the extent of the sub- 
sidiary indebtedness on statement date 
outside of its debts to the parent com- 
pany because, naturally, such indebted- 
ness is eliminated in the consolidated 
balance sheet. Where the minority in- 
terest in a subsidiary is more than sev- 
eral per cent. of the subsidiary worth, 
it naturally follows that you must ques- 
tion more carefully the right to in- 
clude same in the consolidated balance 
sheet. For example, if the subsidiary 
is of important size and in a very strong 
current position, and the parent com- 
pany only owns 51 per cent. of its 
capital, but the subsidiary has created 
substantial outside indebtedness, you 
can see where the current position 
shown by the consolidated balance sheet 
would be greatly influenced by the in- 
clusion of the subsidiary figures and in 
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actuality current assets which really do 
not belong to the parent organization. 
We know of one large commercial 
paper name generally sold on the con- 
solidated balance sheet, whereas the 
separate figures indicate that the borrow- 
ing company has nothing in the way 
of assets except a small amount of cash 
for working purposes outside of its in- 
vestment in and amounts due from sub- 
sid.ary companies. The parent company 
does all the borrowing trom the banks, 
and the subsidiary companies create all 
the trade indebtedness. Trade creditors, 
therefore, have a preferred position be- 
cause they would have to be paid one 
hundred cents on the dollar betore any- 
thing came to the parent company for 
the benefit of bank creditors. With 
regard to consolidated statements it also 
happens that from time to time certain 
companies have made a practice of in- 
cluding subsidiaries making a strong 
showing and operating profitably and 
omitting subsidiaries making a poor 
showing and operating unprofitably. It 
would be perfectly possible for a par- 
ent organization to omit including in 
the consolidated balance sheet a sub- 
sidiary making a weak showing in- 
dicating its interest in same merely as 
an investment and perhaps influencing 
profits by means of dividends received 
trom that subsidiary, whereas the sub- 
sidiary really should not have paid any 
dividend. One cannot inquire too care- 
fully into the status of the borrowing 
company and the various subsidiaries 
which it owns, and cannot claim to 
have a clear understanding of a situa- 
tion merely from consolidated balance 
sheets. 


QUESTION: ‘Should cash and ‘se- 
curities in the hands of a trustee for 
sinking fund purposes on a company’s 
bonds be regarded as a current asset’ 


of the company? 


L.A 
ANSWER: Cash and securities in 


the hands of a trustee for the purpose. 


of sinking fund for a company’s bonds 
should not be regarded as a current 
asset of the company unless at least that 
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amount of the company’s bonds is car- 
ried as a current liability. It will be 
appreciated that such assets in the hands 
ot a trustee are for a definite specitic 
purpose of retiring bonds, and not for 
the benefit of general creditors of the 
company. Most banks make a practice 
in analyzing financial statements of com- 
panies having any bonded indebtedness 
to carry that portion of bonds to be re- 
tired by the sinking fund during the 
coming year as a current liability. If 
the company has a certain amount of 
cash and securities in the sinking fund, 
which are to be used for this retire- 
iment purpose, it is only fair that the 
asset should be accorded the same treat- 
ment as the corresponding liability item. 


QUESTION: From the standpoint of 
the small banker do you believe it 
practical to secure financial statements 
trom individual borrowers who are not 
engaged in business? 3. Et. 


ANSWER: Of course, most banks 
do not make a great many loans on an 
unsecured basis to individuals not en- 
gaged in business. Such loans are gen- 
erally made largely on the standing and 
reputation of the individual, plus per- 
haps the fact that he owns his home, in 
which it is presumed he has a good 
equity, apparently has good earning 
power and desires a loan for temporary 
purposes rather than increasing the 
mortgage on his house or financing him- 
self in the way common to most in- 
dividuals. Of course, most individual 
loans would be on a collateral basis, and 
where the individual does not have col- 
lateral he does, as stated above, gen- 
erally own real estate or at least have 
a good income; he ‘is the type of in- 
dividual who presumably has sufficient 
standing, reputation, etc., so that the 
bank is willing to loan him a moderate 
amount of money, making it unneces- 
sary for him to approach one of the 
finance companies where he would be 
required to furnish indorsements and 
pay a high rate of interest. His state- 
ment does not mean a great deal, and 
really is of little value after it is ob- 
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tained. If one can secure information 
giving a good idea as to the probable 
extent of his indebtedness, the value of 
his real estate, extent of his income and 
the amount of insurance he has, one is 
in a position to judge with reasonable 
accuracy the desirability of the note. 
It stands to reason that the loan of this 
type must be made to individuals with 
whom the banker is familiar from’ the 
standpoint of the manner in which the 
individual lives, his reputation, earn- 
ing power, etc., rather than on any 
statement which he might make. 


QUESTION: Do you consider it a 
proper procedure for a concern to 
carry a reserve for Federal taxes as a 
contingent liability rather than an actual 
liability? Some companies make a prac- 
tice of including such a reserve in their 
liabilities while others make a foot-note 
on the statement. A. WJ. 


ANSWER: It will be appreciated 
that many times companies are not in 
a position at the time they publish their 
financial statements to state the exact 
amount of Federal taxes applicable to 
the previous year’s operations, or even 
years preceding the current year. Asa 
consequence the tax is usually esti- 
mated at an amount to cover the prob- 
able liability. A conservative method 
is, undoubtedly, to carry the item in 
the balance sheet as “Estimated Liabil- 
ity for Federal Taxes,” and not to 
merely consider it a contingent indebt- 
edness. As a matter of fact, when the 
statement of a company is presented 
and the company has had a profitable 
year, no provision being made for taxes, 
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it is very natural to raise some ques- 
tion as to the company’s probable lia- 
bility in that direction. 


QUESTION: Are there any par- 
ticular points which you believe should 
be covered in connection with Decem- 
ber 31, 1930, statements, which are be- 


ing published? J. W. D. 


ANSWER: In view of the general 
decline which has taken place during 
the last year, and the prices of com- 
modities, it naturally follows that the 
banker should be particularly interested 
in the basis upon which the company’s 
merchandise is valued. In view of all 
circumstances existing at the present 
time, no doubt, bankers in general will 
inquire more closely with respect to 
the basis of valuation, and also with 
respect to general composition of the 
inventory from the standpoint of sale- 
ability, obsolete items, etc. Also, in 


view of the continued decline in the 
stock market many bankers will prob- 


ably prefer information with respect 
to the notes and accounts receivable of 
corporations, with particular regard to 
any amounts due from officers, stock- 
holders, affiliated companies and indi- 
viduals representing advances from 
them rather than the sale of the com’ 
pany’s commodities. No doubt, there 
will also be those who feel that in view 
of general business conditions, and the 
fact that earnings may be restricted for 
a period, that they have some informa- 
tion as to the company’s general atti- 
tude with regard to dividends, which 
might prove a drain on the concern’s 
working capital. 
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LIABILITY OF BANK IN WHICH 
FRAUDULENT PAYROLL 
CHECKS ARE DE- 
POSITED 


Becker v. Bronx County Trust Com- 
pany, City Court of New York, 
346 N. Y. Supp. 167 


HERE checks bearing forged 

\X/ indorsements are deposited in 

a bank, the bank, upon dis- 
covering the forgeries, may charge the 
amounts of the checks against the de- 
positor’s account, or, if the account is 
insuficient for that purpose, may re- 
cover the amount from the depositor. 
In the present case, however, the bank 
was denied this privilege because the 
proof offered by it was insufficient to 
establish its case. 

The plaintiff, who was a depositor in 
the defendant bank, brought this action 
to recover $2,371.33, the amount stand- 
ing to the credit of his account. The 
bank entered a counterclaim for $13,- 
973.13, the amount of certain checks 
bearing forged indorsements, some of 
which were drawn on the defendant 
and some on another bank, which 
checks the plaintiff either deposited in 
his account or cashed at the defendant 
bank. 

These checks came into existence in 
the following manner: Two employes 
of the street cleaning department of the 
City of New York, during a period of 
tour years, padded the weekly payrolls 
by adding to them the names of per- 
sons who were not actually employed 
by the city. When these checks were 
signed by the proper city officials the 
two employes delivered them to a 
brother-in-law of the plaintiff, who had 
the plaintiff cash them. The plaintiff 


then indorsed them and deposited them 
in or cashed them at the defendant 
bank. No claim was made that the 
plaintiff was in any way involved in 
the fraud. 

In proving its defense, or counter- 
claim, the defendant bank relied on the 
uncorroborated testimony of the two 
employes who had been responsible for 
the fraud. In presenting its evidence 
the defendant did not deal with one 
check at a time, but presented the 
checks in bundles, endeavoring in this 
way to prove its case en masse. The 
two employes were permitted to call 
off hundreds of names from the pay- 
rolls which they claimed were fictitious 
and not the names of persons actually 
in the city’s employ. In a number of 
instances, however, names thus claimed 
to have been fictitious were subsequently 
shown to be names of bona fide em- 
ployes. 

The referee, to whom the matter had 
been referred for decision, found in 
favor of the plaintiff for the amount of 
his deposit and dismissed the counter- 
claim because of the insufficiency of 
the proof offered, without prejudice to 
the defendant bank in subsequently be- 
ginning an action for the amount of its 
claim. 

Action by Colman Becker against the 
Bronx County Trust Company, in 
which defendant filed counterclaims. 

Judgment for plaintiff, and defen- 
dant’s counterclaims dismissed without 
prejudice. 


OPINION OF THE COURT 


FINELITE, Official Referee.—This 
action was referred to me as official 
referee to hear and determine. On the 
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25th day of November, 1929, the 
parties and their counsel appeared be- 
fore me. Many hearings were held, 
and the record presents 584 pages of 
testimony and 68 exhibits which were 
received in evidence. It appears from 
the pleadings that the sum of $2,371.33 
for money had and received; that the 
plaintiff was a depositor in the defen- 
dant bank for several years; that from 
time to time the plaintiff made deposits 
in the defendant bank, and on the 11th 
day of December, 1928, there was a 
balance to the credit of plaintiff in the 
sum of $2,371.33, which the plaintiff 
demanded and the defendant refused to 
pay. The defendant by its answer ad- 
mits the plaintiff's complaint, and as- 
serts four separate defenses and two 
counterclaims, to the effect that the 
plaintiff deposited with the defendant 
certain checks of the city of New York 
drawn on the defendant bank and re- 
ceived credit therefor; that the plaintiff 
also cashed at the defendant bank cer- 
tain checks of the city of New York 
drawn on the defendant bank; that the 
plaintiff also cashed at the defendant 
bank certain checks of the city of New 
York drawn on the Central Mercantile 
Bank, and also deposited certain other 
checks of the city of New York drawn 
upon the Central Mercantile Bank and 
received credit therefor; that all these 
checks were issued in a fraudulent 
scheme to defraud the city of New 
York, and, as all the checks bore the 
indorsement of the plaintiff, the de- 
fendant claims the plaintiff thereby 
warranted the genuineness of all prior 
indorsements, and prays that the com- 
plaint be dismissed and that the de- 
fendant have judgment against the 
plaintiff for the sum of $13,973.13. 
The litigation arose out of the pad- 
ding of the pay rolls by two city em- 
ployees of the street cleaning depart- 
nent in the borough of Bronx, Fourth 
district, during the years 1925 to 1928. 
The scheme, in substance, was as fol- 
lows: Stoeber, the assistant foreman in 
the Cromwell Avenue Garage, would 
fill in the weekly pay roll with fictitious 
names. and, on the receipt of the checks 


217 


from the city of New York, would 
turn them over to one Lougheed, the 
manager of the garage. The checks 
would then be signed for on the pay 
roll, and, the payee’s name would be 
written on the back of the check by 
either Stoeber or Lougheed, and the de- 
fendant claims that the checks in- 
volved in this litigation were put in 
circulation by Lougheed through one 
Zankel, a brother-in-law of the piain- 
tiff, who it is claimed was also an em- 
ployee of the city of New York; that 
244 checks totaling $2,371.34 were 
drawn on the defendant bank, which 
was a depositary of the city of New 
York, 238 of which were deposited in 
or cashed by the defendant bank; that 
465 checks, totaling $12,386.57, were 
drawn on the Central Mercantile Bank, 
also a depositary of the city of New 
York, 446 of which were deposited in 
the defendant bank or were cashed. 
There is no evidence in the case show- 
ing that the defendant bank has been 
sued by the city of New York for re- 
coupment, or that the city of New 
York has recovered any money from 
the defendant bank as a result of the 
fraud, but it is claimed that the city 
of New York has threatened suit. 
The defendant's exposition of the 
law governing the case is in accord with 
the authorities. It is clear that, where 
a check is made payable to a fictitious 
person, not known to the maker to be 
such, it is not a check to “bearer” 
passing upon delivery, and the trans- 
feree thereof, under a forged indorse- 
ment of the name of the fictitious 
payee, cannot enforce payment, and, 
if he does collect from the drawee bank, 
upon discovery of the forgery he be- 
comes liable for the amount of the 
check (Conners Car Co., Inc. v. Manu- 
facturers’ & Traders’ Nat. Bank, 124 
Misc. Rep. 584, 209 N. Y. S. 406, 
afirmed 214 App. Div. 811, 210 N. 
Y. S. 939; Egan v. Garfield Nat. Bank, 
118 Misc. Rep. 76, 192 N. Y. S. 209; 
United Cigar Stores Co. v. American 
Raw Silk Co., Inc., 184 App. Div. 
217, 171 N. Y. S. 480, affirmed 229 
N. Y. 532, 129. N. E. 904; Shipman 
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v. Bank of the State of New York, 
m6 Ni ¥. 388: 27 .N.. Be a7, 2 
L. R. A. 791, 22 Am. St. Rep. 821; 
Seaboard Nat. Bank v. Bank of 
America, 193 N. Y. 26, 85 N. E. 829, 
22 L. R. A. [N. S.] 499); that the 
depositor is liable on all checks de- 
posited, irrespective of whether they 
were indorsed (Leather Manufacturers’ 
Nat. Bank v. Merchants’ Bank, 128 
U. S. 26, 9 S. Ct. 3, 32 L. Ed. 342; 
White v. Continental Nat. Bank, 64 
N. Y. 316, 21 Am. Rep. 612; Klein- 
man v. Chase Nat. Bank of City of 
New York, 124 Misc. Rep. 173, 207 
N. Y. S. 191; Stein v. Empire Trust 
Co., 148 App. Div. 850, 133 N. Y. S. 
517); that the indorser is liable on all 
checks indorsed by him (Negotiable 
I:struments Law, $116; Kleinman v. 
Chase Nat. Bank, of City of New 
York, supra; Oriental Bank v. Gallo, 
112 App. Div. 360, 98 N. Y. S. 561; 
Leather Manufacturers’ Nat. Bank v. 


Merchants’ Bank,- supra). 


It follows, therefore, that, immedi- 
ately the forgeries were discovered, the 
bank could charge the account of the 
depositor with the amount of all forged 
checks, whether deposited to his ac- 
count or indorsed by him, and maintain 
an action to recover any balance due 
to the bank without making a demand 
upon the depositor. 

Defendant relies on the testimony 
of Stoeber and Lougheed to establish 
the elements of the fraud whereby it 
has been victimized. The evidence 
presents no doubt that Stoeber and 
Lougheed entered into a scheme to de- 
fraud the city of New York in the 
manner above recited. Both of these 
individuals have confessed their partici- 
pation in the crime, both were indicted, 
tried and sentenced to the state prison 
as felons, and have now been released 
from custody. I am unwilling to accept 
their testimony without. corroboration. 
It is not claimed by the defendant, nor 
does the proof show, that the plaintiff 
was particeps criminis.: » By. inference, 
the defendant undertook,fo'show that 


some of the checks involved in this. 


litigation were put in circulation by 
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one Charles Zankel, a brother-in-law of 
the plaintiff, but Zankel was not pro- 
duced as a witness. The method em- 
ployed by the defendant to establish 
liability on the part of the plaintiff 
was to have Stoeber or Lougheed indi- 
cate on the pay rolls the fictitious 
names; then a great mass of checks 
were produced, and an effort made by 
the defendant to tie up the checks 
bearing similar names with the fictitious 
names appearing on the pay rolls, and 
then undertaking to show that such 
checks bore the indorsement of the 
plaintiff. Stoeber and Lougheed with- 
out much consideration would call off 
hundreds of names from the pay rolls 
and claim they were fictitious and 
represented the names of no employes 
in the service of the city of New York. 
In a number of instances, however, 
such claimed fictitious names were sub- 
sequently shown to be names of bona 
fide employees of the city of New York. 
In presenting the evidence, the defen- 
dant did not deal with one check at 
a time, but presented many bundles 
containing many checks and many pay 
rolls containing many claimed fictitious 
names, and endeavored in this way to 
prove its case en masse, a method which 
did not appeal to me, as I from time to 
time expressed during the course of 
the hearings. The plaintiff was the 
proprietor of a stationery and cigar 
store in the Bronx, and has been in 
business for many years. He became 
a depositor in the Bronx County Trust 
Company in about the year 1922. 
Many of the employees of the City of 
New York employed in the Cromwell 
Avenue Garage of. the street cleaning 
department were his customers, for 
whom, in order to draw their trade, 
he would from time to time cash 
checks, but at no: time did he cash 
checks for Stoeber or Lougheed. He 
began cashing checks for city employees 
in 1921, and he agserts that he never 
cashed any check»for any cmployee of 
the street cleaning department who did 
not have on,,a-street cleaning uniform 
and a city. Badge. :The plaintiff denied 


the indorsément on a great volume of 





Intimate Contact with Local Industries 


It is a fundamental policy of the Guardian Detroit Union Group, Inc., 
that its long established banks, trust companies and investment organi- 
zations located in the important Michigan cities shall be operated by local 
officers and directors in the interest of local industries. Through affiliation 
in the Group, each local institution has access to the facilities possessed 
by all other units. We invite you to make use of this intimate knowl- 
edge of Michigan industries. This comprehensive service is available to 
you through any of the institutions. 


CITY NATIONAL BANK & TRUST CO. 
Battle Creek 
BANK OF COMMERCE 
Dearborn 
BANK OF DEARBORN 
Dearborn 
UNION STATE BANK 
Dearborn 
GUARDIAN DETROIT BANK 
Detroit 
GUARDIAN DETROIT COMPANY 
Detroit 
KEANE, HIGBIE & COMPANY 
Detroit 
MICHIGAN INDUSTRIAL BANK 
Detroit 
NATIONAL BANK OF COMMERCE 
Detroit 
UNION GUARDIAN TRUST CO. 
Detroit 
UNION INDUSTRIAL TRUST & 
SAVINGS BANK Flint 
GRAND RAPIDS NATIONAL BANK 
Grand Rapids 
GRAND RAPIDS TRUST COMPANY 
Grand Rapids 


JEFFERSON SAVINGS BANK 
Grosse Pointe Park 
BANK OF HAMTRAMCK 
Hamtramck 
HIGHLAND PARK STATE BANK 
Highland Park 
HIGHLAND PARK TRUST CO. 
Highland Park 
THE NATIONAL BANK OF IONIA 
Tonia 
UNION & PEOPLES NATIONAL BANK 
Jackson 
FIRST NATIONAL BANK & 
TRUST COMPANY 


CAPITAL NATIONAL BANK 


Kalamazoo 


Lansing 
CITY NATIONAL BANK & ‘TRUST ©. 
a les 

FIRST NATIONAL TRUST & 
SAVINGS BANK Port Huron 


SECOND matron Al. BANK & 
TRUST COMPAN 


TRENTON STATE an 


Saginaw 


Trenton 


AGGREGATE RESOURCES OVER $500,000,000 





INCORPORATED IN MICHIGAN — 
FOR MICHIGAN 








THE BANKERS MAGAZINE 


— 


checks produced, and contradicted the 
testimony of Stoeber and Lougheed in 
many details. There can be no doubt 
that the defendant has a cause of action 
growing out of the fraud practiced by 
Stoeber and Lougheed, but in this action 
it has failed in its proof to fasten 
liability on the plaintiff. 

Therefore, the defendant having ad- 
mitted the plaintiff's claim, I find in 
favor of the plaintiff in the sum of 
$2,371.33, with interest thereon from 
the 11th day of December, 1928, to- 
gether with costs and the disbursements 
necessarily made in this action, and 
dismiss the counterclaims of the de- 
fendant for failure of proof, and not 
on the merits, without prejudice to the 
defendant beginning an action for the 
amount of its claim. The plaintiff and 
the defendant may submit their requests 
to find and conclusions of law within 
ten days from the date of this decision. 


LOSSES NOT COVERED BY A 
FIDELITY BOND 


Thompson v. American Surety Co., 
United States Circuit Court of Ap- 
peals, 42 Fed. Rep. (2d) 953 


A fidelity bond which provides that 
it shall cover only losses which occur 
during the period covered by the bond, 
are discovered within that period or 


within fifteen months thereafter and 
are reported within the next ten days, 
does not cover losses discovered more 
than fifteen months after the termina- 
tion of the bond; and the appointment 
of a receiver for the bank after the 
term covered by the bond does not ex- 
tend the time. 

The bond involved in this case in- 
sured the Citizens National Bank of 
Albert Lea, Minn., against losses 
through the fraud, dishonesty, theft, 
etc., of one Olson, an employe, to the 
extent of $10,000. The material parts 
of the bond read as follows: 

“We. Oscar C. Olson as Principal, 
hereinafter called the ‘Employe,’ and 
the American Surety Company of New 
York, as Surety, bind ourselves to pay 
Citizens National Bank, Albert Lea, 


Minnesota, as Employer, such pecuniary 
loss, not exceeding Ten Thousand Dol- 
lars, as the latter shall have sustained 
of money or other personal property 
(including that for which the Em- 
ployer is responsible), by any act or 
acts of Fraud, Dishonesty, Forgery, 
Theft, Embezzlement, Wrongful Ab- 
straction or Wilful Misappropriation 
on the part of the Employe, directly or 
through connivance with others, while 
in any position or at any location in 
the employ of the Employer; this 
suretyship to begin March 20th, 1918, 
and to end, (a) with the date of the 
discovery by the Employer either of 
loss hereunder or of dishonesty on the 
part of the Employe, or (b) with the 
date of the retirement of the Employe 
from the service of the employer, or 
(c) with the date of the termination 
of the suretyship by the Surety or the 
Employer in the manner hereinafter 
set forth in clause 7. 

“Provided, However, 

“1. That loss be discovered during 
the continuance of this suretyship or 
within the fifteen months immediately 
following the termination thereof, and 
that notice of such loss be delivered to 
the Surety at its home office in the 
City of New York within ten days 
after such discovery. 

“2. That claim, if any, be submitted 
by the Employer in writing, showing 
the items and the dates of the losses, 
and be delivered to the Surety at its 
home office within three months after 
such discovery, and that the Surety 
shall have two months after claim has 
been presented in which to verify and 
to make payment. In the meantime no 
suit, action or proceeding shall be 
brought against the Surety by the Em- 
ployer, nor after the expiration of 
twelve months after the delivery of 
such statement of claims. In any suit, 
action or proceeding the Employe shall, 
if with reasonable diligence he can be 
found within the jurisdiction, be made 
a party to the suit and served with 
process therein. 

3. That in no event shall the liability 
of the Surety for any one or more 
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defaults of the Employe during any one 
or more years of this suretyship exceed 
the amount herein specified. . . . 

“7. That this suretyship may be ter- 


minated by the Surety upon thirty days’ 


notice to the Employer, or by the Em- 
ployer upon notice in writing to the 
Surety specifying the date of termina- 
tion. Thereupon the Surety shall re- 
fund the unearned premium if no claim 
has been paid hereunder.” 

The bond remained in effect until 
March 30, 1926. During the month of 
February, 1927, a receiver was ap- 
pointed for the bank. In September, 
1927, which was more than fifteen 
months after the termination of the 
bond, the receiver discovered losses 
which had occurred during the con- 
tinuance of the bond aggregating $8400. 

In this action, brought by the re- 
ceiver, it was held that there could be 
no recovery. 


OPINION OF THE COURT (IN PART) 


It appears from the allegations of the 
complaint that the losses occurred be- 
tween the date of the execution of the 
bond and its termination, but that none 
of these losses were discovered, either 
during the continuance of the surety- 
ship, nor within the fifteen months im- 
mediately following its termination. 
There seems to be no ambiguity in the 
terms of this contract, and, hence, there 
is no occasion to invoke rules for its 
construction. The provisions are specific, 
and the parties had a right so to con- 
tract. The liability was plainly limited 
to such losses as might be discovered 
within the time specified. The parties 
were sui juris; hence, capable of con- 
tracting, and they saw fit to contract 
for a limited liability. The liability is 
in no way dependent upon the exercise 
of diligence in discovering losses, and 
to read such a provision or condition 
into the contract would amount to 
making a new contract for the parties. 
Similar provisions in insurance and in- 
demnity contracts have been upheld 
by the previous decisions of this court. 
United States Fidelity & Guaranty 


Company v. Rice (C. C. A.) 148 F. 
206, 208; New Amsterdam Casualty 
Company v. Central National Fire Ins. 
Co. (C. C. A.) 4 F. (2d) 203; St. 
Louis Architectural Iron Company v. 
New Amsterdam Casualty Company 
(C. C. A.) 40 F. (2d) 344; Clements 
v. Preferred Accident Insurance Com- 
pany of New York (C. C. A.) 41 F. 
(2d) 470; Commercial Casualty Com- 
pany v. Fruin-Colnon Contracting 
Company (C. C. A.) 32 F. (2d) 425; 
Lombard Investment Company _ v. 
American Surety Company (C. C.) 65 
F. 476. 

In United States Fidelity & Guaranty 
Company v. Rice, supra, this court con- 
sidered a provision in a bond given by 
a contractor for the construction of a 
building, to the effect that no liability 
should attach to the surety unless it 
should receive notice from the owner 
of any default on the part of the con- 
tractor promptly on knowledge thereof 
by the owner, and, in any event, not 
later than thirty days after any such 
default. In the course of the opinion 
it is said: 

“The parties, by clear and unam- 
biguous language, contracted that no 
liability should attach to the surety 
company unless it received notice of 
any default on the part of the con- 
tractor promptly upon knowledge 
thereof by the owner, and, in any 
event, not later than 30 days after any 
such default to the end that it might 
avail itself, if it desired, of the oppor- 
tunities furnished by the bond for 
protecting itself. We think that stipu- 
lation of the contract was as binding 
upon the owner as the obligation to pay 
was upon the surety company. 

But whether it was reasonable or not is 
of no consequence. ‘The parties were 
sui juris, capable of making their own 
contracts and undertook to do so, and 
whatever they. clearly and distinctly 
agreed upon is binding upon them.” . . . 

In the instant case, there is no claim 
that any acts of Olson prevented a dis- 
covery of the loss, but it is argued that, 
because the loss was not discovered, and 
that due diligence was exercised by the 
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plaintiff and the officers and directors 
of the bank, other than Olson, this in 
effect extended the limitation in the 
bond. Under the plain provisions of 
this contract there was no liability 
unless the loss not only occurred within 
the coverage of the bond, but was dis- 
covered within the time limited. 

It is finally argued that this provi- 
sion of the contract was in effect sus- 
pended by the appointment of a 
receiver for the bank, after the termina- 
tion of the bond. It is alleged that, up 
to the time of the appointment of the 
receiver, the losses had not been dis- 
covered and that they were not ap- 
parent on the face of the books and 
records of the bank. That the receiver, 
upon his appointment, diligently in- 
vestigated the affairs of the bank and 
that, as a result of this investigation, 
the discoveries of loss were made. We 
have already observed that the action 
is based upon contract, and no provi- 
sion can be read into this contract ex- 
tending the liability to losses not dis- 
covered within the period limited 
thereby. When the bank became in- 
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solvent and the receiver took over its 
assets, he took only the assets, property, 
and rights which the bank had. The 
question was before the Supreme Court 
of North Dakota in Baird v. North 
western Trust Co., 56 N. D. 398, 217 
IN. W.. 538, 541, 56.4. L..%.. 1257. 
In the course of the opinion in that 
case, the court said: 

“Tt seems to us that there is no pos 
sible ground for saying that the period 
covered by the bond was extended by 
reason of the insolvency of the bank 
and the manner in which its affairs 
were thereafter administered. The bond 
was explicit in its terms. It covered a 
definite period. That period expired 
on a date certain. Any loss to come 
within the terms of the bond had to 
be discovered within six months from 
that date. We do not see how the 
fact that the banking department took 
over the bank prior to the expiration 
of the bonded period can make any dif- 
ference as regards the terms of the 
contract or the liability of the surety 
thereunder. There was no provision 
in the contract extending the terms 
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A policy protecting a bank from loss 
by burglary of money or securities 
from its safe or vault by persons who 
have made forcible entry “by the use 
of tools, explosives,” etc., does not 
cover a case where burglars compel the 
bank's teller to open the vault by hit- 
ting him over the head with the butt of 
a revolver and threatening to shoot him. 
The “tools” meant by a clause of this 
kind are the tools, such as drills, 
jimmies, etc., which burglars ordinarily 
use to effect a forcible entry into a 
vault or safe. 
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Action by Sturgis National Bank 
against the Maryland Casualty Com- 
pany. Judgment for defendant, and 
plaintiff brings error. Affirmed. 


OPINION OF THE COURT 


BUTZEL, J.—This case was pre- 
sented to the lower court on an agreed 
statement of facts. The main question 
is, What does the word “tools” mean 
in a burglary insurance policy? 

On December 17, 1928, at 12.45 
p. m., four thugs entered the Sturgis ' 
National Bank, plaintiff. All of the 
customers, together with the employees, 
with the exception of the teller, were 
forced at the point of guns to lie down 
on the floor of a back room. The 
teller refused to open the combination 
of the vault. After being struck on the 
head with a gun butt and then having 
the gun pointed at him, he yielded and 
unlocked the safe. The bank was 
insured by Maryland Casualty Com- 
pany, defendant, in the amount of 
$15,000, which is less than plaintiff's 
loss. The insuring clause defining 
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burglary and limiting the liability of 
the company is as follows: 

“Maryland Casualty Company, Balti- 
more, does hereby agree with the As- 
sured. To pay the Assured for 
loss sustained by the Assured or by 
the owner (a), by burglary of money 
and securities feloniously abstracted 
during the day or night, from within 
that part of any safe or vault to which 
the insurance under this paragraph 1 
applies, by any person or persons who 
shall have made forcible entry therein 
by the use of tools, explosives, electric- 
ity, gas or other chemicals, while such 
safe or vault is duly closed and locked.” 

In the stipulated facts of the case, it 
is stated that the form of policy was a 
standard one; that the insuring clause 
was copyrighted by the American 
Bankers Association of which plaintiff 
is a member, and was adopted by de- 
fendant under a license granted by the 
association. The parties further stipu- 
lated: 

“It is the claim of the plaintiff that 
the said vault and the said safe located 
therein were burglarized within the 
meaning of the said policy of insurance 
in that the circumstances of this case 
constitute a forcible entry into the safe 
by the use of tools contending that 
Walter Reick, though innocent and un- 
willing, and the gun used to intimidate 
him, were ‘tools,’ in a sense admissable 
under the language of the policy. 

“It is the claim of the defendant 


996 


that even though it may be true that 
in one sense a person may be figura: 
tively the tool of another, it is clear 
from the language of the policy that 
this is not the kind of tools which the 
policy contemplates. The tools referred 
to in the policy are those such as are 
employed by burglars to force an en 
trance into safes or vaults. 

“It is agreed that if the contention 
of the plaintiff is correct the plaintiff 
is entitled to a judgment against the 
defendant for fifteen thousand dollars 
and interest from December 24, 1928, 
to date of trial at five per cent. per 
annum. 

“It is agreed that if the contention 
of the defendant is correct the de 
fendant is entitled to a verdict of no 
cause of action.” 

The lower court rendered a judg 
ment in favor of defendant and found 
that the policy did not cover a loss 
by robbery such as has been described. 
This is the sole question on appeal. 

It is the claim of defendant that the 
wording of the policy insures against 
burglary, but not against robbery, and 
that in any event forcible entry was not 
made by the use of tools, explosives, 
electricity, gas, or other chemicals, as 
stated in the policy. Plaintiff claims, 
however, that the safe was burglarized 
within the meaning of the policy, be- 
cause of the forcible entry of the safe 
by the use of tools in the sense that 
the cashier was an innocent and un 
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willing tool of the robbers, and also that 
, revolver is a burglar’s tool. 

There are exceptions to the rule that 
the wording of an insurance policy will 
be construed most strongly in favor of 
the insured. The rule does not apply 
when the wording is not that of the 
insurer, but is taken from a statute or 
from some source that the assured is 
responsible for. In the present instance 
the wording was taken from an asso- 
ciation to which the insured belonged. 
It was used under a license from such 
association by defendant. The policy 
was not one against banditry or rob- 
bery. It could not be extended under 
the circumstances beyond the plain 
meaning of its words. Another excep- 
tion to the rule is that no forced or 
strained meaning will be given to words 
that is contrary to the obvious intent 
of the parties. 

The court will 


not make a new 


contract for parties under the guise of 
a construction of the contract, when 
in so doing it will ignore the plain 


meaning of words. Scripps v. Sweeney, 
160 Mich. 148, 163, 125 N. W. 72; 
People v. Bowen, 187 Mich. 257, 153 
N. W. 672. According to Webster's 
new International Dictionary, a “tool” 
is first defined as “an instrument of 
manual operation, as a hammer, saw, 
plane, file, or the like used to facilitate 
mechanical operations as distinguished 
from an appliance moved and regulated 
by machinery.” It is true that it also 
is given the remote meaning contended 
for by plaintiff, but this is figurative 
and metaphorical, and does not fit into 
the context of the present contract. 
When the word is used in coniunction 
with the words “explosives,” “electric: 
ity,” “gas.” or other chemicals, it 
is evident that it refers to mechanical 
tools used by burglars. The policy 
plainly provided for burglary by the 
use of tools. Burglarious instruments 
are desisnated under section 15334 of 
the Compiled Laws of 1915 as any 
engine, machine, tool, or implement 
adapted and designed for cutting 
through, forcing or breaking open anv 
building room, vault, safe, or other 
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depository. The court was correct in 
stating that no forced meaning or con- 
struction that could not have been 
within the minds of the parties should 
be given to the word “tools.” The 
same reasoning applies to the claim that 
a revolver or gun is a tool. There is a 
difference between a tool and a weapon. 
The vault was not opened by the 
weapon. The very same question arose 
in two cases in which defendant's policy 
was involved. In the case of Mary- 
land Casualty Co. v. Ballard County 
Bank, 134 Ky. 354, 120 S. W. 301, 
303, the court stated as follows: “It 
is true that the word ‘tool’ has several 
meanings, and in one sense one person 
may be the tool of another. In this 
sense the cashier in opening the safe 
and in opening the inner chest was the 
tool of the robbers; but, when we read 
the whole policy, it is manifest that this 
is not the kind of tool that the policy 
contemplates. It is a burglary policy. 
The indemnity is for all loss by burg- 
lary of money, bullion, etc., by any 
person who shall have made entry into 
the safe by the use of tools or explo- 
sives directly thereon. Burglars’ tools 
and explosives are evidently what the 
policy refers to. The insurance is in 
effect of the sufficiency of the safe 
against the tools and explosives of 
burglars.” 

In the case of Komroff v. Maryland 
Casualty Co., 105 Conn. 402, 135 A. 
388, 54 A. L. R. 463, the court stated 
as follows: “The plaintiff claims, how- 
ever, that the circumstances of this 
case constitute a forcible and violent 
entry into the safes ‘by the use of 
tools’; contending that Silver, though 
innocent and unwilling, and the pistol 
used to intimidate him, were ‘tools’ in 
a sense admissible under the language 
of the policy. While it is true that, in 
one sense, a person may be the tool 
of another, it is*clear enough that this 
is not the kind of a tool which the 
policy contemplates. The risk assumed 
was not against burglary or robbery in 
whatever manner accomplished; the 
tools referred to are those such as are 
employed by burglars to force an en- 





228 


THE BANKERS MAGAZINE 


———— qj qqjqjiq_eqqyHeaq um —__ 


trance into safes; the insurance is, in 
effect, of the sufficiency of the safes 
against the tools used by burglars. It 
does not extend, as do some more com- 
prehensive policies considered in the 
cases, to loss by ‘holdup’ of the insured 
or his employes, within which the 
present case might very likely fall.” 

In holding that the plaintiff's loss did 
not come within the terms of the policy, 
the lower court was correct. 

The judgment is affirmed, with costs 
to defendant. 


RECITAL THAT TRADE ACCEPT- 
ANCE “AROSE OUT OF THE 
PURCHASE OF GOODS” 
Allenberg v. Rapken & Co., Limited, 
California District Court of Ap- 
peal, 291 Pac. Rep. 281 

A recital in a trade acceptance to 
the effect that the obligation of the 
acceptor “arose out of the purchase of 
goods from the drawer” does not affect 


the negotiability of the acceptance. 

In a number of trade acceptances 
there is found an additional recital to 
the effect that the maturity of the 
acceptance “is in conformity with the 
original terms of purchase.” 


It has been held in several cases 
that such a clause destroys the negotia- 
bility of the instrument in which it 
appears. 

These decisions make it necessary for 
banks to exercise caution in dealing with 
instruments containing clauses of this 
character. If a trade acceptance in 
this form is held to be nonnegotiable, 
a bank, which purchases it from the 
drawer, even for value and in good 
faith, may find that it cannot enforce 
it against the acceptor because“ of a 
defense which would not be available 


against the bank if the acceptance were 
negotiable. 


OPINION OF THE COURT (IN Part) 


The draft recited that the obligation 
of the acceptor arose out of the pur 
chase of goods from the drawer. This 
recital imported merely that the agree- 
ment referred to was the origin or 
consideration of the instrument and 
not that the instrument was_ subject 
thereto. Civ. Code, § 3084, subd. 2. 
As held in the following cases, the 
recital was but a statement of the 
transaction which: gave rise to the 
instrument and did not render it non- 
negotiable: Utah Lake Irrigation Co. y. 
Allen, 64 Utah, 511, 231 P. 818, 37 
A. L. R. 651; McCornick v. Gem 
State Oil, etc., Co., 38 Idaho, 470, 
222 P. 286, 288, 34 A. L. R. 867; 
Merchants’ National Bank v. Santa 
Maria Sugar Co., 162 App. Div. 248, 
147 N. Y. S. 498; Id., 220 N. Y. 732, 
116 N. E. 1061; Coopersmith v. 
Maunz, 227 App. Div. 119, 237 N. Y. 
S. 1; American Exchange National 
Bank v. Steeley (Tex. Civ. App.) 10 
S. W. (2d) 1038; Arrington v. Mer: 
cantile Protective Bureau (Tex. Civ. 
App.) 15 S. W. (2d) 663. The case 
of Westlake Mercantile, etc., Corpora 
tion v. Merritt, 204 Cal. 673, 269 P. 
620, 61 A. L. R. 811, which followed 
Lane Co. v. Crum (Tex. Com. App.) 
291 S. W. 1084, is not a decision to 
the contrary. There the draft contained 
the additional recital that “maturity 
being in conformity with original terms 
of purchase,” and as pointed out in 
American Exchange National Bank v. 
Steeley, where Lane Co. v. Crum is 
distinguished, this clause imported the 
existence of a contract whose terms de- 
termined the maturity of the draft, 
which was not true of the other recital. 
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EIGHT VAULT DOORS 


O the impressive list of York Vault installations, the 

name of another great financial institution is 
added. The equipment in this instance includes eight 
vault doors, each 18 inches in net solid thickness, four 
of which have just been installed and four are about to 
be installed in six branches of the 
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34th and Madison Ave. 
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Jay Street 
42nd and Madison Ave. 
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Bankers, Architects and En- 
gineers planning to build or 
remodel bank vaults are in- 
vited to make use of ourlong 
experience and unsurpassed 
facilities, which are ade- 
quate to build the largest 
vaults yet designed. 
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First’ National Bank & Trust Company, Wallingford, Conn. 


N attractive building in Italian Renaissance style. 
The exterior is finished in limestone. The presi- 
dent’s office and the ladies’ room are on either side of 
the entrance. Three large windows and a skylight pro- 
vide the main banking room with ample natural light. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street New York 





Efficiency in Banking 


By WILLIAM J. LARGE 


production, not only in the manu- 

facture of commodities but even in 
the creation of ideas, it is not strange 
that men should speak only in terms of 
eficiency. But what is the meaning of 
this word “efficiency?” It is certainly 
a definite quality and capable of ex- 
planation, in the terms which its nature 
embraces. Yet, if you ask nine out of 
ten people what efficiency means, you 
will be surprised to find that none of 
them are in perfect agreement as to its 
exact definition. 

America prides itself on the efficiency 
of its systems. But industry must pause 
at this word “efficiency” when it is con- 
sidered that the last year has been full 
of industrial calamities. An industrial 
calamity certainly cannot be classed as 


[' a world concentrated upon mass 


a product of efficiency. 
It seems to me that despite the great 
part which banks play in the lives of 


American communities, not sufficient 
public interest has been aroused to make 
the average man take a keen delight in 
keeping himself well informed on bank- 
ing trends. That is why I have chosen 
for my subject “Efficiency in Banking.” 


REGULATION NECESSARY 


Prior to the establishment of the Fed- 
eral Reserve System a number of fail- 
ures in the South and Southwest called 
attention to the fact that some definite 
regulation of banking conduct was 
necessary. 

_ Those failures, when analyzed care- 
fully, proved that the communities them- 
selves had failed and not the banks. 
For in the final analysis a bank is no 
stronger than its community. If the 
community is financially unable to sup- 
port the bank, or if there are no men in 
the community capable of managing 
the institution, then the bank cannot 


From an address broadcast over three Long 
Island, N. Y., radio stations. 


profitably exist. The purpose of the 
Federal Reserve, therefore, was to stand- 
ardize certain bank practices which have 
been proved to be practicable through 
experience and to give such aid and 
counsel as may help to support an in- 
stitution where one is necessary. As a 


© BLANK-STOLLER 
WILLIAM J. LaRGE 


President Long Island National Bank, 
Long Island City, and Douglaston 
National Bank, Douglaston, N. Y. 


result of this action the number of sus- 
pensions became rather small. 

When the interest of the nation sud- 
denly became focused around the stock 
market in 1928, excessive speculation 
took the country by surprise. Prosper- 
ity seemed to be everywhere, even 
though it was in reality an inflated 
prosperity doomed to burst like a 
bubble. Men began to see fortunes 
made overnight, without even the 
trouble of working for their money. 
The lure was irresistible. Despite re- 
peated warnings of the Federal Reserve, 
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despite the constantly growing rates for 
money and dangerously inflated levels 
of securities, more and more money 
went into speculation. 

Strange things, almost unheard of, 
began to happen. Business and industry 
were side issues. There was too much 
money being made in the stock market. 
Some banks forgot their primary lessons 
in safety and invested liberally in se- 
curities where profit was the essential 
factor. Heavy loans were made upon 
inflated stocks which in saner times 
would not have been considered good 
risks for a bank to take. 


THE INEVITABLE 


Then the inevitable happened. The 
stock market declined sharply and, 


gathering momentum in its fall, crashed 
with a roar that was heard in every 
corner of the earth. 

Of course, I do not say that the stock 
market was the cause of the depression. 
There were other powerful factors at 
work throughout the whole civilized 


world. These factors were slowly low’ 
ering commodity prices and creating 
government policies detrimental to busi- 
ness. But if industry, business and 
finance had had the power of foresight 
to prepare for the inevitable crash into 
which world economic forces were 
headed, the climax might not have been 
so pitiful as it is today. Instead, the 
country gazed longingly at the stock 
market and millions of people were 
drawn into the speculative pool who 
neither had the means nor the right to 
be there. 

The fundamental principles of sound 
banking do not change. They always 
remain the same and they can be de- 
fined simply as “conservative and re- 
sponsible management.” These two fac- 
tors together constitute the true meaning 
of efficiency in banking. To what ex- 
tent this definition can supply in de- 
scribing industrial efficiency, business 
efficiency or political efficiency, I will 
not attempt to say, but no one can deny 


that these two factors, properly applied, 
will bring any venture to a successful 
and profitable end. 

The effects of inefficiency were not at 
first visible in banking. The immediate 
effects were first felt in business and in- 
dustry. But as the country became 
more unsettled and as rumors and 
pessimism began to undermine conf- 
dence, certain inefficiencies in banking 
practices became apparent with unfor- 
tunate results. When December of 
1930 came to a close the discouraging 
announcement appeared that almost a 
thousand banking institutions in the 
country had been suspended. 

Investigation invariably proved that 
these suspensions were due first to the 
failure of the community to respond to 
the bank and second to inefficiencies in 
banking methods. The first cause is an 
unfortunate one, but it can be remedied 
only by closer control of bank charters. 
When men apply for a charter to or 
ganize a bank, more careful investiga- 
tion should follow to determine the 
community’s adaptability as a banking 
center. The second cause, however, is 
an absolutely avoidable one. Had 
the management practiced conservative 
banking and run the business according 
to the standards of safety and respon 
sibility, there would not have been half 
the suspensions which occurred last 
year. 

Banks must be managed by competent 
men if they are to be managed con- 
servatively and with responsibility. For- 
tunately, the financial structure of this 
country is sound and liquid and is ready 
to meet the expanding needs of busi 
ness which will characterize industrial 
activity this year. But industry, busi 
ness and banking must now return to 
old-fashioned principles, for it has been 
definitely proved that wealth cannot be 
created without work or enterprise. 

The depression has completed its evil 
and we are now facing a resumption of 
normal times, but the American nation 
has learned a sad and costly lesson. 
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We offer our services in 
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France and Gold 


London to Paris may fairly be 

said to be a matter of as much 
concern to the market which is receiv- 
ing the metal as to that which is losing 
it. London may be displeased at seeing 
the Bank of England’s reserve decline, 
although on December 10 the “reserve 
ratio” of gold stocks to deposits and 
notes, at over 32 per cent., was still 
considerably above the level of 25 per 
cent. to which it fell not long ago; but 
Paris is equally disturbed by the pos- 
sibility that the movement may involve 
the danger of a rise in the French 
evel of prices. 


[= continued efflux of gold from 


- The magnitude which the 


efficacious means of influencing the 
trade balance in the direction of larger 
imports, and so changing the course of 
the present unwelcome flux of gold. 

It would be a mistake to suppose 
that in this matter considerations of 
self-interest are uppermost in French 
minds. Paris derives no sort of satis- 
faction from seeing the London market 
in difficulties. Such an idea is far 
from the truth, and could only be en- 
tertained by those who are ignorant 
of the intimate connections which link 
the two markets. It is, in fact, the 
very intimacy of the connection be- 
tween London and Paris which is giving 


teady efflux of gold from London 


to, Paris has attained since the movement was resumed on Septem- 
ber 22, and the controversy which has arisen on both sides of the 
“hannel as to the essential causes of the efflux and possible means 


‘arresting it, lend particular interest to this analysis of the pres- 
ut situation by a distinguished French economist. 


Fears on the latter score may well 
seem somewhat exaggerated. Calcu- 
lated on the basis of francs of pre-war 
purchasing power, the present volume 
of notes in circulation in France is little 
higher than the corresponding figure in 
1912 (15 milliards against 12 mil- 
liards). Moreover, even if the existing 
circulation is responsible for the rise 
in prices—a thesis which is by no means 
proved despite the continued increase 
in the retail index number-——it is 
thereby contributing toward moderat- 
ing the effects of the crisis which is 
every day becoming more clearly visible 
in French industry and commerce. 
This in itself is a substantial point to 
the good. Indeed, the maintenance of 
the existing level of prices, or even a 
slight increase in it, would be the most 


From The Economist, London, for Decem- 
ber 2, 1930. 


rise to the present difficulties, while 
equally the closeness of the ties af- 
fords ground for hoping that the diffi- 
culties may be transient. 

In the first place, it should be borne 
in mind that London has never dis- 
played the capacity shown by Berlin 
or Paris to retain gold. During the 
period of enormous Transvaal produc- 
tion between 1895 and 1910 the stock 
of gold coin and bullion in the Bank 
of England not only did not increase; 
it actually fell. During the same period 
the Bank of France augmented its stock 
of gold by 1,200,000,000 francs; the 
Reichsbank’s gold holdings rose by 
200,000,000 marks; and the stocks held 
by other European central banks 
doubled or trebled. Thus, whether the 
explanation is to be found in the 
economic structure of the various 
countries, or in the mechanism of their 
money markets, or more particularly 
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perhaps in the organization of their 
foreign lending, the fact must be recog- 
nized that some special characteristic 
renders the task of building up gold 
reserves in London relatively more difh- 


cult. It is not a question of a recent 
development but of a _ long-standing 
phenomenon. 


CURRENT MOVEMENTS LARGE 


It is true that current movements of 
gold have been on an unusually large 
scale. This, however, is the result of 
the combination of a variety of cir- 
cumstances superimposed one on the 
other, but all exercising an influence 
in the same direction. It is because of 
this coincidence of so many factors 
that one may hope that the present dis- 
turbance is transitory and will disap- 
pear with the disappearance of the 
circumstances which have occasioned it. 
For the essential cause of the gold 
influx has been beyond dispute the stock 


market and banking crisis which burst 
upon Paris two months ago. The 
crisis was not serious of itself, but 
hevertheless it produced among deposi- 
tors and customers of the banks—par- 
ticularly after the suspension of the 
Banque Adam—feelings of anxiety out 
of all proportion to the original cause. 
In fact, this incident illustrates the 
extent to which nervousness still pre- 
vails among a public in whose minds 
the memory of the monetary and finan- 
cial troubles of 1926 is still fresh. 
Moreover, lack of confidence was in- 
tensified by -apprehension—equally ex- 
aggerated, it may be, but none the less 
widespread—aroused by the results of 
the German elections and by various 
bellicose utterances whose martial ring 
echoed loudly enough through Europe. 
Thus it happened that withdrawals of 
deposits assumed such dimensions that 
the commercial banks in France had to 
use all the means at their disposal to 
increase their cash balances. A reflec’ 
tion of these movements is to be found 
in the unusual increase of 3.5 milliards 
between the month of August and now 
in the private deposits of the Bank of 
France. The growth of deposits* in 
the central bank is the normal but 
significant counterpart of withdrawals 
of deposits from the other banks. More- 
over, the note circulation, which a year 
ago fell by one milliard after the settle- 
ment at the end of November, this year 
remained almost stationary between 
November 28 and December 5, despite 
a reduction of 1.5 milliards in the Bank 
of France’s holding of bills. This hold- 
ing, notwithstanding the stagnation of 
business, stood at the end of November 
at a figure of 400,000,000 higher than 
at the corresponding date in 1929—a 
further proof of the remarkable strength 
of the demand for bank cash. 

It is well known, however, that re- 
course to the Bank of France is not 
the only means available to the com: 


* Calculated in terms of gold francs the 
present figure of private deposits in the 
Bank of France, 9 milliards, is treble the 
average figure of 1912. 
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mercial banks of increasing their 
liquidity. The custom, almost universal 
before the war, of placing a consider- 
able part of their liquid assets on short- 
term investment in London and Berlin, 
but particularly in London, was re- 
sumed on a large scale by the banks 
immediately following the stabilization 
of the franc. This habitual policy is 
itself a result of the remarkable facili- 
ties for short-term investment offered 
by the London market, and it has con- 
tributed greatly to supporting sterling 
exchange in Paris. On the other hand, 
the other side of the picture for the 
borrowing market is the ease with which 
funds so placed can be withdrawn. 
And, as has been the case in all pre- 
vious crises, balances in London have 
served during the last two months as 


a “first line of reserve” on which the. 


French banks could call to increase their 
cash balances. This is a phenomenon 
which has recurred with perfect regu- 
larity ever since the beginning of the 
nineteenth century, and of which every 
crisis has afforded evidence. On this 
occasion the magnitude of the move- 
ment of funds was the greater in that 
Open-market discount rate in London 
has not been higher than the outside 
discount rate in Paris, and has been 
lower than the rediscount rate of the 
Bank of France. Hence it was more 
advantageous for the French banks to 
repatriate their balances from abroad 


$50,000,000.00 


85,390.45 3.00 
571,840,894.16 
881,366,820.61 


HOUSE ASSOCIATION, OCTOBER 4, 1853 


than to rediscount bills with the central 
institution. 


REPATRIATIONS ACCELERATED 


It is possible, too, that these repatria- 
tions have been slightly accelerated by 
the uncertainty felt in the Paris market 
as to the franc’s really effective gold 
point in London. Since deliveries by 
the Bank of England have been limited 
to standard bars, which have to be 
refined before acceptance by the Bank 
of France, the market no longer knows 
exactly how far the cost of importing 
gold is going to be increased through 
the loss of interest consequent on delays 
in having the metal refined. Nor is it 
aware at what point the Bank of 
France may decide at any moment to 
intervene and buy foreign exchange so 
as to prevent further depreciation of 
sterling. To put an end to this state 
of uncertainty would, however, be as 
easy as it would be desirable. For ex- 
ample, if it be admitted that the in- 
stability of the gold point is an im- 
portant factor in inducing a sense of 
insecurity, the Bank of France could 
decide to purchase bars, irrespective 
of their degree of fineness, at the price 
of fine gold less the cost of refining, 
and to carry out the necessary refining 
itself. It is hard to believe that a 
small matter of difficulty which could 
so easily be smoothed out by common 
accord can long play an appreciable 
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part in the monetary relations between 
France and England. Nevertheless, this 
question of standard gold arid the gold 
point has contributed in the course of 
the last few weeks to precipitating the 
withdrawals of foreign balances to 
which the Paris banking crisis gave rise. 

That crisis itself, be it noted, was a 
complication superimposed on a steady 
tendency toward repatriation of capital 
due to the decline which has proceeded 
without interruption for more than a 
year in the Paris Bourse, where a large 
bull position had long been kept open 
in defiance of all the omens. Capital 
has had to be repatriated to meet settle- 
ment differences; while still further re- 
patriations of French capital have been 
caused by the slump in the stock 
markets abroad, with the result that 
sellers of sterling in Paris have pre- 
dominated. 

In so far as the present influx of 
gold arises from this coincidence of ex- 
ceptional circumstances—a coincidence 
which can be summed up in the one 
word “crisis*“—there is no doubt that 
it will cease with the end of the crisis 
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itself. Moreover, the severity of that 
crisis should be lessened by the arrivals 
of gold into France, since these will do 
something to dispel the exaggerated 
nervousness which has been the motive 
for the withdrawals of deposits from 
the banks. As soon as the tide of 
sentiment changes, a small differential 
between discount rates in London and 
Paris—be it an increase in the London 
rate or a reduction in that of Paris— 
will be sufficient to change the course 
of the gold tide as well. There are 
substantial reasons, one knows, why 
London should hesitate to raise its 
discount rate at present. Equally serious 
considerations make it difficult for 
Paris to have a rate lower than 2 | 
per cent., and indeed this rate is so low 

that it is questionable whether a 
further reduction would be of any ad 
vantage. Nevertheless it remains true 
that a difference between rates of dis’ 
count is the only really effective method 
of attracting back to any particular 
market balances which have been re’ 
moved elsewhere. The remedy for the 
present situation—as soon, that is to 
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say, as the temporary spasm of “nerves” 
on the part of French depositors has 
been allayed—is there for the authori- 
ties in the two markets to apply when 
they wish. Its application, sooner or 
later, will be a matter of necessity. 


PERMANENT FACTOR 


On the other hand, there is a per- 
manent factor in the situation of the 
two countries to which attention may 
usefully be directed and which presents 


a problem less easy to solve—the 
diametrically different courses pursued 
by the balance of payments in France 
and Great Britain since the stabilization 
of their respective currencies. In the 
case of Great Britain, the official re- 
turns indicate that the balance of “cur- 
rent items,” visible and invisible, is 
much less “favorable” than before the 
War, since exports continue to be much 
below their pre-war level. Against 
this, London has resumed with its old 
activity its traditional rdle of interna- 
tional lender of capital both on short 
and long term. In Paris, however, 
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market developments have run on ex- 
actly opposite lines. The foreign 
trade balance has become as “favor- 
able,” if not more so, than before the 
war, thanks partly to the great increase 
in tourist trafic. But the export of 
long-term capital, which before 1914 
was a distinctive feature of the Paris 
market, has by no means regained its 
pre-war level, for the reason either that 
the domestic market, following the 
stabilization of the franc, has made 
heavy calls upon national savings, or, 
it may be, because many of the govern- 
ments which used to figure as borrowers 
in the Paris market have today vanished 
from the scene and have not yet been 
replaced by new clients. As matters 
stand, the political and economic status 
of many potential new borrowers is in- 
sufficiently known in Paris, or, if 
known, makes insufficient appeal for 
issues on their behalf to be practicable. 

If the present situation were to be 
prolonged, it would clearly result in 
two equally undesirable consequences. 
On the one hand, the gold reserves of 
the Bank of England, even under nor- 
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mal conditions, would not grow fast 
enough for London to be able to face 
substantial withdrawals of funds in times 
of crisis abroad without disquietude. On 
the other hand, the glut of liquid 
assets in the Paris market could not 
find any outlet except in short-term 
investment in foreign markets, whose 
currency would thereby be rendered 
more vulnerable on the least hint of 
alarm. 

It would appear, then, that the 
fundamental cause of current events 
lies in more or less permanent disequili- 
brium in the balance of payments of 
France and Great Britain. To restore 
equilibrium purely monetary expedients 
are inadequate. What is necessary is 
to devise in each case sound lines of 
economic policy. For Great Britain, if 
a French observer may be permitted to 
express a friendly view, the appropriate 
remedy would be a policy having for 
its chief objective’ a reduction in in- 
dustrial costs of production; for France, 
what is wanted is a rational policy of 


LOT sa eve y¥, 


LONDON, E.C.2 


200000 00000050 Fobe ese eoeOePes POPP OOOO OO OOOOOS OSES EOS OOSS ODES OPES ODES OPO OOESESES OOOO OOOS 


augmented lending abroad. In this 
latter connection, however, it should 
be borne in mind that though foreign 
borrowing in the Paris market will be 
encouraged by the low discount rate in 
France, the full potentialities cannot be 
realized unless the prospect of world 
peace seems sufficiently assured to make 
the investor in France feel disposed to 
risk once more placing his money 
abroad. In the present position of 
Europe politics and economics are more 
closely linked together than ever be 
fore. Their inter-connection might 
well be brought to the notice of all 
those who see in the central banks the 
authors of each and every crisis with 
which the world is troubled, and who 
attribute to the same quarters the 
magical power of putting an end to 
each and every crisis at will. There 
could be no more dangerous illusion 
than this; for if we are to have eco 
nomic stability and material well-being, 
the first essential task is to establish 
and consolidate peace. 
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ENEVA has been a center of 
G interest of late on account of 

the discussions going on there 
by a committee of inquiry examining 
the proposal of M. Briand, the French 
Prime Minister, for the formation of an 
economic or qualified political associa- 
tion of the various European states, and 
for a further report issued by the gold 
delegation of the League of Nations. 
While for some time it has been the 
fashion to blame the speculative col- 
lapse in America for the major part of 
Europe’s economic troubles, there has 
of late grown up a recognition of the 
fact that the countries on the Continent 
must themselves accept a larger share 
of this responsibility than they have 
been willing to do in the past. If this 
changed mental attitude becomes gen- 
eral, it will be followed by a disposition 
of the nations concerned at once to be- 
gin the task of setting their respective 
economic houses in order, without wait- 
ing for the example of the United 
States of America. Much of the in- 
dustrial and political acrimony charac- 
terizing the relation of several of the 
European nations with one another 
long antedated the speculative break- 
down in America, and cannot therefore 
be ascribed to that event, although con- 
siderably intensified by it. 

Even the recent increase in the Amer- 
ican tariff, while it also tended to add 
to European difficulties, cannot be said 
to have created them. Political ani- 
mosities, industrial and financial rival- 
ties, and hostile tariffs, were not by any 
means unknown in Europe before the 
Wall Street collapse or the enactment 
of America’s new tariff act. The 
European recovery would have been 
easier had both these retarding factors 
been absent, but in the disposition to 
recognize that they are not the only or 
chief obstacles to recovery, which now 


is gaining ground, one finds a hopeful 
sign of a determination to deal more 
vigorously than heretofore with the 
purely European phases of the problem. 
The formation of anything even re- 
motely resembling a United States of 
Europe, involving at least a consider- 
able degree of political affiliation, so 
long as the present disturbed economic 
situation exists, is generally regarded as 
hopeless. What the more sanguine 
hope for is that the tendency to set up 
fresh and more formidable barriers 
against trade may be arrested, and that 
in time such barriers as now exist may 
be to some extent relaxed. Whether this 
hope rests upon any real foundation is 
not yet clear, although M. Briand’s 
scheme for a more unified Europe may 
be taken as an indication of the de- 
sirability of closer economic relations 
between the several countries of the 
Continent. The somewhat loose ties 
binding together the component parts 
of the British Empire, the closer con- 
nection of the States of the American 
Union, and the attempt to bring the 
European states together, all contain 
implications of the possibility of a less 
hostile disposition between the nations 
of the world. Admittedly, there is a 
long road to travel before this goal is 


- reached. 


In Europe there exists the difficult 
problem of adjusting relations with 
Russia, to which must be added the 
still existent political and economic 
rivalries between a number of the 
European countries, while world states 
men are slow to grasp the interde- 
pendence of all the globe’s inhabitants. 
The tension on the European Continent 
has been measurably relieved by a 
speech of Signor Mussolini, delivered 
at the beginning of the new year, and 
specially broadcast to the United States 
of America. The pacific character of 
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this speech contrasted markedly with a 
number of bellicose utterances in which 
the Italian Prime Minister had lately 
indulged, and it may be interpreted as 
an indication of less strained relations 
between France and Italy. On the fi 
nancial side of the picture some light 
is thrown by recent events. Confer- 
ences have taken place between repre- 
sentatives of the Bank of France and 
the Bank of England, their object being 
not merely to arrest the gold drain from 
England to France, but to initiate some 
form of co-operation between the two 
great banks in making foreign invest- 
ments. That the Bank of France is 
making some attempt to check this drain 
is indicated by the recent reduction of 
its rate of discount to 2 per cent. A 
broadening of the foreign investing 
policy of France seems still to await a 
further abatement of political and eco- 
nomic disturbances existing in many 
countries that might otherwise offer a 
safe and profitable field for the invest- 
ment of outside capital. 

The predicted gold famine now seems 
less imminent than was feared by many 
who had read the preliminary interim 
report of the Gold Delegation of the 
League of Nations. A later report has 
been prepared, and while its text is not 
yet available, enough of its contents is 
known to warrant the inference that 
the terrible shortage of gold envisaged 
in the earlier publication has been post- 
poned for some twenty years as against 
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the ten-year limit heretofore set. Nor 
do those who complain of the maldis- 
tribution of gold find much comfort in 
this latest pronunciamiento from Gen- 
eva. It seems now to be understood 
that the share of gold held by various 
countries will depend upon their cur- 
rency and banking systems and the sta- 
bility of their political and economic 
systems, and especially upon ability to 
hold their own in the industrial ard 
commercial struggle. Nations are like 
individuals in seeking to shift respon- 
sibility for their condition. Individuals 
put the blame on government or upon 
the financial and industrial systems un- 
der which they live, while nations are 
disposed to charge their plight to the 
sins of some other country or to world 
conditions. This propensity is far from 
being without valid foundation, but 
neither the nation nor the individual 
can take refuge in such an excuse in 
the absence of that degree of self- 
examination which is essential to in 
dividual and national prosperity. A 
growing recognition of this fact, per’ 
haps more clearly recognized in Ger 
many than elsewhere, must be regarded 
as a hopeful sign. No nation can com: 
pel another by peaceful means to adopt 
the policies it would like to see put 
into effect, but each nation can, of its 
own volition, carry out the policies vital 
to its own salvation. This principle, 
rather tardily, is coming to be appuie 
in England, a country whose prosperity 
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is at present undoubtedly hindered by 
huge governmental outlays, and there is 
in that country a rapidly growing 
movement in behalf of greater economy 
in public expenditure. The Round 
Table Conference, in session at London 
for some time, adjourned on January 
19 after having agreed to the draft of 
a federated government for India, sub- 
ject to the ratification of the latter 
country. Matters relating to defense, 
foreign affairs and finance are reserved 
to the British government. 

Another cabinet change in France 
has taken place. The preliminary meet- 
ing at Geneva to consider disarmament 
has called a conference to deal with that 
subject, to meet at Geneva February 2, 
1932. To allay the war scare prevail- 
ing in Europe leading ministers have re- 
cently made a joint declaration assuring 
the world of their determination to 
maintain peace. 


GREAT BRITAIN 


In grappling with unemployment and 
the problem of recovering its proper 
share of world trade, Great Britain is 
now forced by rapidly mounting public 
expenditures to give serious considera- 
tion to national economy. How con- 
siderable savings may be made is shown 
in a survey of the country’s outlay, 
published in the January issue of the 
Monthly Review, issued by Lloyds Bank, 
Limited, the author of the study being 
Norman Crump. After submitting all 
the estimates to a searching examina- 
tion, Mr. Crump reaches this conclu- 
§10n : 


“Thus, out of a total expenditure 
(including ordinary expenditure, self- 
balancing expenditure, and the total cost 
of unemployment insurance), amount- 
ing to £918,500,000, a saving of £71,- 
200,000, or nearly 8 per cent. is sug- 
gested. If National Debt Service (and 
the saving thereon) be excluded, the 
saving suggested is almost exactly 10 
per cent.” 


One obstacle in the way of effecting 
this retrenchment is the indisposition 
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of the beneficiaries of the expenditures 
for social service to relinquish any of 
their income from this source. But as 
to this Mr. Crump is hopeful. He says: 


“Now, the electorate will always re- 
spect a man who has the courage of his 
convictions, and will always listen to a 
plain economic argument, if simply ex- 
pressed. Therefore, make it clear that 
in the system of unemployment insur- 
ance, abuses have been allowed to creep 
in; make it clear that their eradication 
is as much in the interests of the legiti- 
mate beneficiaries of the scheme as of 
the country as a whole; and make it 
clear that it is no part of the case for 
their eradication that anyone should be 
left to suffer destitution. Within these 
limits there is, I am convinced, ample 
scope for economy.” 


OVERSEAS TRADE 


For the twelve months of last year 
the overseas trade showed a decline in 
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value of £176,790,000 in imports, com- 
pared with the same period of the pre- 
ceding year, while exports registered a 
decline of £181,776,000. This large 
reduction is modified to a considerable 
extent by the fall in prices. It is also 
to be noted that the excess of imports 
over exports was £1,000,000 less for the 
eleven months, January-November, 1930, 
than for the like period of the preced- 
ing year. 


LABOR DISTURBANCES 


While a general coal strike has been 
averted, trouble has developed in the 
weavers section of the Lancashire cot- 
ton industry, where some 200,000 weav- 
ers are out. The difficulty grew out of 
an attempt on the part of employers to 
require each employe to attend to 
double the number of looms they have 
been accustomed to looking after. 


NEW CAPITAL ISSUES 


From a compilation made by the Mid- 
land Bank, Limited, it appears that the 
new capital issues in the United King- 
dom aggregated £236,160,000 for 1930, 
compared with £253,749,000 for 1929. 
In 1920 the issues aggregated £384,- 
211,000, while so recently as 1928 they 
were £362,519,000. But the loans to 
foreign countries tell a somewhat differ- 
ent story. Loans to foreign govern- 
ments were £12,971,284 in 1928, £3,- 
650,000 in 1929, and £12,551,100 in 
1930. Foreign municipal loans were 
£6,788,300 in 1928, £472,500 in 1929, 
and none in 1930. But foreign rail- 
way loans were £4,142,500 in 1928, 
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£7,835,000 in 1929, and £9,767,934 in 
1930. Total foreign loans were in 
1928, £57,274,000; 1929, £39,935,000; 
1930, £38,757,000. 


REDUCED BANK PROFITS 


Depressed business and low interest 
rates have lessened the profits of the 
British banks for the last year, and this 
situation has been met in some cases by 
a reduction of the dividend rate. Al- 
though in the majority of cases the 
leading British banks have built up re- 
serves sufficient to enable them to main- 
tain the customary dividend rate in the 
face of reduced profits for any single 
year, or even for several years, this 
policy is rarely followed. If the earn- 
ings fall off and the future outlook is 
not clear, the current rate of dividend 
is not only reduced, but a larger share 
of the profits than usual is allocated to 
reserve account. 


GOLD IMPORTS EXCEED EXPORTS 


While much is heard about the loss 
of gold to France, it may be well to re- 
call that so far as relates to last year 
England did not lose on net balance in 
the international gold movement. There 
was, as a matter of fact, an excess of 
£6,746,000 in imports over exports in 
1930, whereas for the previous year the 
adverse balance was in excess of £14, 
000,000. 


BUDGET DEFICIT 
Forecasting the budget for the fiscal 


year 1930-31, ending March 31, The 
Economist discerns a deficit of uncom: 
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fortable proportions. Returns of rev- 
enue and expenditure up to the end of 
the last calendar year show receipts of 
£486,500,000, an increase of £17,409,- 
000 on the corresponding figure a year 
ago, whereas total expenditure at £667,- 
100,000 has increased by £28,200,000, 
leaving a deficit to date of £180,600,000 
against £169,800,000 at this date in 
1929, and £97,600,000 two years ago. 
The journal expresses the fear that Mr. 
Snowden, the Chancellor of the Ex- 
chequer, may have to deal with a 
revenue deficit of anything from £5,000,- 
000 to £10,000,000, combined with an 
unprovided for increase in outgoings of 
somewhere between £20,000,000 and 
£25,000,000. If this forecast be ap- 
proximately correct, and if the final 
deficit for the year prove to lie be- 
tween £25,000,000 and £35,000,000, 
the task which the Chancellor of the 
Exchequer will have in framing a budget 
next April, with the knowledge that 
the yield per penny of direct taxation 
is certain to show a substantial decline 
in the ensuing year, will be unenviable. 


GERMANY 


The suggestion recently made by a 
leading New York banker, looking to a 
readjustment of the reparations pay- 
ments, while undoubtedly representing 
a view generally held in Germany, has 
not been widely discussed, the feeling 
being that Germany has already given 
sufficient indication of her own view 
point. It is regarded that if any change 
of attitude toward the problem is to be 
taken. the responsibility rests with the 
countries receiving the reparations pay- 


ments. Although the United States of 
America does not, strictly speaking, be- 
long in this category, the indirect in- 
terest of this country in the matter is 
well understood. Any indication, there- 
fore, of a sentiment in prominent finan- 
cial circles, that the whole problem 
must be freshly examined is welcome in 
Germany. Confidence in a voluntary 
reduction of the claims of the United 
States would be stronger could any evi- 
dence of a more tolerant attitude be 
discerned in governmental circles, to 
say nothing of popular opinion on the 
subject. 


AN EASIER BANKING SITUATION 


There has been of late a decided im- 
provement in the banking situation. In 
October, due to special circumstances, 
there was a marked decline in deposits, 
but this tendency was soon checked, 
and the banks have been able to place 
their portfolios in a more liquid posi- 
tion. They have at the same time ma- 
terially reduced their rediscounts at the | 
Reichsbank. An increase of bill hold- 
ings to the extent of sixty-two million 
marks compared with a reduction of 
264 millions in October. 


FRANCE 


An event of world-wide interest was 
the action taken by the Bank of France, 
on January 3, reducing its rate of dis- 
count from 2.5 to 2 per cent., thus 
bringing this institution’s rate in line 
with that of the Federal Reserve Bank 
of New York, whose rate was made 2 
per cent. on December 24. This rate 
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of the French bank is the lowest named 
in thirty-five years. The change in the 
official rate of discount did not affect 
the rate for advances on securities. It 
is a reasonable expectation that this 
lowering of the rate of the Bank of 
France will tend to make gold imports 
from London less attractive. 


DECLINE IN INDUSTRY 


Production of coal, pig iron and 
steel showed a considerable tendency to 
decline toward the close of the year, 
not only compared with 1929, but with 
some months in the latter half of 1930. 
Further indication of a recession in in- 
dustry is found in the tendency of un- 
employment to increase, although the 
number actually unemployed is very 
small in comparison with those out of 
work in other countries. Late in De- 
cember the number of registered unem- 
ployed in receipt of allowances was only 
10,686, of whom 6308 were in Paris. 
It is feared that lessened activities in 
certain industries, especially textiles, 
may cause a further increase in unem- 
ployment. 
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DIVIDEND OF THE BANK OF FRANCE 


For last year the dividend of the 
Bank of France was 620 francs, exceed- 
ing that of 1929, and being greater 
than that of any year in nominal value, 
although in actual values the dividends 
before the war were greater. Shares of 
the Bank of France, of a nominal 
value of 1000 francs, were quoted at 
24,690 francs at the end of 1929, but 
receded to 18,000 francs at the end of 
1930. In fact, at one time the quota- 
tion almost reached 26,000 francs, rep- 
resenting a net yield of only 2 per cent. 
The latter price indicates a yield of a 
little less than 37 per cent. The year’s 
operations of the Bank of France show 
only a moderate addition to the holdings 
of foreign exchange, but the gold hold- 
ings have increased enormously. 


IRISH FREE STATE 


Economic conditions in the Free State 
during 1930 were little affected by the 
world depression. The volume of trad: 
passing was not great but was stead 

















cou! 
yeal 
und 
sam 
chie 
anu 
adv 
by 

fina 


fisc 


THE BANKERS MAGAZINE 


in consequence of the maintenance of 
livestock, the basic industry of the 
country. General turnover during the 
year was approximately 10 per cent. 
under the 1929 level with about the 
same percentage decline in imports, 
chiefly foodstuffs and feedstuffs for 
animals. A substantial decline in the 
adverse trade balance was accompanied 
by an improved position in government 
finance, Exchequer returns for the 
fiscal year to date indicating greater 
revenues and smaller expenditures than 
in the corresponding period of 1929-30. 
Nearly all sources of income, including 
the corporations profit tax, were larger. 
There was a marked gain also in public 
investment in government savings cer- 
tificates, net sales during the year rep- 
resenting an average of £1, 18s. 11d. 
per capita. 


AUSTRIA 


The new Austrian cabinet. was formed 
December 4 under Doctor Ender, for- 
merly governor of Vorarlberg. Parlia- 
ment assembled on December 2, with 
the proposed tariff revision of first im- 
portance. It is generally expected 
locally that tariff rates will be increased 
on an average of 50 per cent. and in 
some cases as much as 300 per cent. 
Austria is among the countries moving 
to a high protective tariff as a definite 
policy. The Hungarian-Czechoslovak 
tariff dispute is expected to benefit 
Austria as Hungary is now endeavoring 
to arrange an improvement of commer- 
cial relations with Austria. The com- 
mercial treaty with Germany already 
ratified by Germany has been favor- 
ably reported by the Austrian parlia- 
mentary committee and early ratifica- 
tion with minor changes is probable. 

Reports from the industries continue 
unfavorable. A comparison of the first 
nine months of 1930 with the corre- 
sponding period in 1929 shows the fol- 
lowing percentages of decline in ex- 
ports: Ready-made clothing, 16: pig 
iron. 42. cotton yarn, 40, and wood, 19. 
Imports of raw materials declined 19 
Per cent. and coal 29 per cent. Only 
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approximately 30 per cent. of Austria’s 
saw mills are now in operation and the 
machinery industry is working at 35 
per cent. of capacity. Unfilled orders 
of the Alpine Mining Co., at the end 
of November, amounted to 29,000 tons 
as compared with 35,000 tons at the 
end of the previous month.  Lignite 
production increased from 260,000 tons 
in September to 280,000 tons in Oc- 
tober. Paper output amounted to 18,- 
400 tons in October and that of cellu- 
lose 18,200 tons, as compared with 16,- 
100 tons and 17,700 tons, respectively, 
in September. Unfilled orders in cot- 
ton spinning mills at the end of Oc- 
tober totaled 8,100,000 pounds, or 
100,000 more than at the end of the 
preceding month.- The official railway 
report for October showed a freight 
trafic .of 400,000,000 net freight-ton 
kilometers, or 27,000,000 more than in 
September. Unemployed on December 
15 numbered 263,000 dole recipients, 
40,000 without dole and 57,000 recip- 
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ients of old-age pensions, bringing the 
total to 360,000 or 100,000 more than 
a year ago. Wholesale prices have de- 
clined on an average of 10 per cent. 
since January, 1930. The index of 
quotations on the Vienna Stock Ex- 
change declined during November from 
787 to 750. Gold cover of the Na- 
tional Bank at the middle of December 
amounted to 35.6 per cent. of outstand- 
ing bank notes and call liabilities, as 
against 39.8 per cent. a month earlier. 
Savings deposits in nine banks in 


Vienna and the principal cities in- 


creased during November by $600,000 
to $237,000,000. Imports during No- 
vember were valued at $32,600,000 and 
exports at $21,500,000, as compared 
with $31,000,000 and $25,000,000, re- 
spectively, in October. Declared ex- 
ports to the United States declined 
from $498,000 in September to $352,- 
000 in October. 


FINLAND 


Low prices and limited demand for 
some of its principal products continue 
to affect Finnish trade unfavorably. 
Exceptional demands were made on the 
banks toward the close of the year, due 
to heavy importation of goods to antic- 
ipate an increase of tariff duties, and to 
the further requirement for funds to 
pay the Treasury for timber purchased 
from the state forests. These demands 
caused a sharp reduction in the de- 
posits of the banks, and an increase of 
credits by the Bank of Finland. The 
joint-stock banks were able to satisfy 
the greater demand for credit principally 
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by drawing on their reserves abroad. 
The level of prices still tends down: 
ward. It was expected that the cus- 
tomary winter employment would be 
greater than for a long time past. 


TURKEY 


The Turkish draft budget for 
1931-32 shows estimated receipts of 
£(T)204,657,000, and expenditures of 
£(T) 204,640,385. The present budget 
gives a deficit of £(T) 16,615, compared 
with a surplus of £(T)85,477 in the 
1930-31 budget. Total receipts in the 
draft budget of 1931-32 are estimated 
at £(T)204,657,000, as compared with 
£(T)222,732,000 for 1930-31. The 
total reduction in normal receipts from 
one year to another amounts to 
£(T)23,000,000, as the difference be- 
tween the two totals, amounting to 
£(T) 18,000,000, must be augmented by 
£(T)5,000,000 extraordinary revenues, 
an item. which did not appear in the 
earlier budget. Total expenditures in 
the draft budget of 1931-32 are esti- 
mated at £(T)204,640,385, compared 
with £(T) 222,646,523 in the budget of 
1930-31. This contemplates a reduc 
tion of £(T) 18,006,138 in expenditure, 
resulting principally from the reduction 
in the allocations to the public debt 
and to various ministries. Reduction 
of about £(T)4,000,000 in the credits 
for the national defense is attributed to 
economies effected on rations as a result 
of the fall in the price of foodstuffs. 
The saving in this respect is partly off 
set by an increase of £(T)2,000,000 in 
credits for the navy. 





BANKING BUSINESS WITH BELGIUM 
BANQUE DE COMMERCE 


Societe Anonyme 
ANTWERP 


Every description of Banking Business transacted. 


Exceptional facilities and conditions for the collection and prompt remittance of docu- 
mentary items on Belgium 


Capital Subscribed . 
Capital Paid Up. 


From recent compilations made by 
the Association of Italian Corporations 
it has been found that while wholesale 
prices within a given period have fallen 
by seventy-two points, the cost of living 
in the corresponding period has de- 
clined by only twenty-one points. The 
economic depression has increased the 
difficulties of the treasury in two direc- 
tions, revenue receipts decreasing and 
added outlays on public works being 
imperative in order to relieve unemploy- 
ment. As taxation has about reached 
its present limits, being estimated by 
some authorities as representing 20 per 
cent. of national income, it was decided 
to meet the situation by a reduction 
of 12 per cent. of the salaries, wages 
and emoluments of all kinds (pensions 
excepted) of all persons in the employ 
of the state, municipalities, provinces, 
public services, etc. The reduction 
goes up to 25 per cent. on any sums 
received over 40,000 and up to 60,000 
lire, and to 35 per cent. on any excess 
of 60,000. 

This attempt to cut down costs has 
been assisted by a reduction of rents, 
amounting generally to 10 per cent. 
and reduction in the price of pro- 
visions. There have also been reduc- 
tions in wages and in the emoluments 
of highly-paid directors of enterprise. 


HUNGARY 


For the period from January to Oc- 
tober, 1930, the foreign trade of Hun- 
gary showed an export balance of 53,- 
700,000 pengo, compared with an im- 


Frs. 60.000.000 
Frs. 40.000.000 
Frs. 20.000.000 


Branches: 
BRUSSELS OSTEND 


CORRESPONDENTS 
AT ALL BANKING POINTS 


port balance of 99,200,000 pengo for 
the like period of the preceding year. 
It is believed that this favorable turn in 
the foreign trade would have continued 


but for the fact that the chief products 


the country has for export declined to 
a much greater extent than those prod- 
ucts which must be imported. As in 
other countries, Hungary must find in- 
creased appropriations for the support 
of the classes of the population most 
severely affected by the depression, and 
must do this despite a reduced yield of 
certain items of the public revenue. An 
equlibrium is to be achieved partly by 
the reduction of public expenditure. 
The relative bill presented to parliament 
provides for a reduction of the expendi- 
ture during the current fiscal year by 
the amount of 45,000,000 pengo (25,- 
000,000 to be saved by the state admin- 
istration, and 20,000,000 by the state 
works); in addition, further measures 
are proposed (reduction in the num- 
ber of employes by not filling posts that 
become vacant) for the purpose of 
effecting a saving, the effects of which 
will only gradually make themselves 
felt. For this reason the bill provides 
provisionally for a progressive increase 
of taxes on earned incomes and on 
bonuses. Another fiscal measure relates 
to the recent increase of the postal, 
telephone and telegraph charges—an in- 
crease which is expected to result in a 
surplus yield amounting to 20,000,000 
pengo. 


SWEDEN 


While the Scandinavian countries 
were slow in feeling the repercussions 
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of the depression in other lands, they 
have not escaped them altogether. In 
Sweden there have been evidences of 
this fact. Prices have gone down, pro- 
duction and trade have fallen off, and 
there are signs of a period of acute un- 
employment setting in. The number of 
unemployed reported by the workers’ 
organizations up to October 30 was 
45,500. Foreign trade has declined in 
value, partly owing to the fall in prices, 
but also due to a reduction in both 
imports and exports, the latter showing 
the greater shrinkage. 


HOLLAND 


Outside of France, perhaps no coun- 
try in Europe has been less affected by 
the general depression than Holland. 
By July of last year the evidences of 
depression were by no means serious, 
and while from then onward to the 
close of the year conditions grew to be 
less favorable, the difficulty was chiefly 
marked by keener competition, lessened 
profits, rather than in a reduction of 
working forces and stoppage of produc- 
tion. During the first half of 1930 the 
volume of Dutch export was larger 
than in 1929, and third-quarter figures, 
while being lower than those of 1929, 
compare not unfavorably with 1928 
and 1927. 


RUSSIA 


According to the Economic Survey, 
issued by the State Bank of che U. S. 
S. R., “The second year just concluded, 
of the five-year plan can rightly be 
called a year of great achievements 
marking the turning point which Soviet 
economy has arrived at in the recon- 


struction period.” 
goes on to say: 
“It is absolutely indisputable that the 


The same authority 
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year that has passed was primarily a 
year of exclusive achievements in Social- 
ist industry, the investments in capital 
construction work having increased by 
89 per cent. as against the preceding 
year. Preliminary figures concerning 
the development of industry show that 
industries controlled by the Supreme 
Economic Council increased production 
on the average by 25 per cent., whilst 
heavy industries producing means of 
production increased by 40 per cent. 
The output of coal increased by 17.6 
per cent., compared with last year; oil 
by 26 per cent., pig iron by 24 per cent., 
steel by 17.6 per cent., rolled metals by 
14.5 per cent. The production -of ¢lec- 
trical power has risen by 43.2 per cent. 


POLAND 


The draft of the budget for the fiscal 
year 1931-32 contains the fiscal law 
composed of thirteen articles and is 
divided, as in previous years, into three 
parts, namely, civil service, state enter’ 
prises and monopolies. The budget 
estimates expenditures at 2,872,899,000 
zlotys and revenues at 2,890,516,000 
zlotys, leaving an estimated surplus of 
17,600,000 zlotys. There are several 
notable differences in the new budget as 
compared with that for the current 
fiscal year which merit particular at 
tention. Thus in comparison with the 
budget for 1930-31 revenues have been 
decreased by 148,000,000 zlotys and ex- 
penditures by 68,000,000 zlotys. The 
decrease in the amount of revenues the 
government expects to collect has a 
special significance, inasmuch as it in 
dicates that the government is fully 
cognizant of the present business de- 
pression and subsequent hardships and 
is, consequently, endeavoring to alleviate 
the economic life of the country as 
much as possible. 





When saving time 
means saving money 


When financial transactions must 
be consummated between distant 
cities — saving time often means 
saving money. 


Private wires connect the leading 
offices of the Bank of Montreal in 
Canada with those it maintains in 
the United States. Prompt action 
is thus assured. 


Head Office: Montreal 


BANK OF MONTREAL 


TOTAL ASSETS IN EXCESS OF $800,000,000 


NEW YORK: 64 Wall St. 


CHICAGO: 27 South LaSalle St. 


Established 1817 





SAN FRANCISCO: 333 California St. 


Current Conditions in Canada 


to retail business by the Christmas 
season, reports the Business Sum- 


gene from the activity imparted 


mary of the Bank of Montreal for 
December 22, “the trade situation in 
general has undergone little change 
during the month (December). A 
definite halt cannot yet be said to have 
occurred in the decline of basic com- 
modities; and stabilization of prices, not 
yet established, is a necessary prelude 
to business improvement. For the dull 
state of trade the decline in prices of 
farm products is primarily responsible. 
The total value of the principal field 
crops of Canada in 1930 is officially 
estimated at $629,146,000, compared 
with $948,981,000 in 1929, and $1,125,- 
003,000 in 1928. Diminished crops 
account for the lesser part of the de- 
crease; lower prices are the principal 
cause; so with all other farm products— 
livestock, butter and cheese, wool, 


vegetables—lower prices for which have 
reduced the return to the producers. 
The clip of wool, for example, was 
733,000 pounds greater this year than 
last, yet the amount realized was 
$1,535,000 less. The plight of the 
farmer comes from the greater decline 
in the price of what he sells than in 
that which he buys.” 

Report of the Canadian Bank of 
Commerce, Toronto, in its Monthly 
Commercial Letter for December, is 
slightly more optimistic in tone. 

“The seasonal improvement noted in 
the November Letter continues,” it 
says, “though accompanied by irregu- 
larity, and lacking the vigor of cor- 
responding seasons in former years. 
There are some pleasing features about 
this seasonal development apart from 
its helpful influence in a period of de- 
pression. Production of steel in 
October was higher than in the pre- 
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The National Bank of New Zealand, Ltd. 


Subscribed Capital - 
Paid-up Capital - . 7 ‘ ; } 
Reserve Fund (Invested in Government Securities) - 
Reserve Liability of Shareholders : - 


- $30,000,000 

$10,000,000 
$10,000,000 
$30,000,000 


$50,000,000 


Head Office : 8 Moorgate, London, E.C. 2 


Manager, ARTHUR WILLIS 


Chief Office in New Zealand: Wellington 


General Manager, J.T. GROSE 


95 Branches and Agencies 
Throughout New Zealand 


Bills of Exchange Collected 
Wool and Produce Credits Arranged 


All Classes of Banking Business Undertaken 
NNN 
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ceding month, and this increase was 
the first recorded for the industry since 
last spring; preliminary reports for 
November indicate that there was no 
recession from the October level. The 
value of construction contracts awarded 
in October was slightly above that in 
September and the November reports 
of the MacLean Building Reports, 
Limited, show a higher value than for 
October. There was also improvement 
in certain secondary industries, except 
automobile manufacture, which was, 
and promises to be for at least the 
next month, at low ebb.” 

“None of the favorable elements 
should be regarded as presaging an im- 
mediate return to national prosperity,” 
continues the Letter. “They are in 
somewhat sharp contrast with the re- 
cent course of business in most other 
countries, but they are due partly to 
seasonal trade demands and partly to 
emergency measures adopted to hold de- 
pression in check. . The change 
from depression to prosperity is never 
an abrupt one, and the intermediate 
stage is stability. In other words, it 
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is at the end of the decline that the 
foundation of prosperity is laid. Un- 
less there is to be a further major 
decline in world business, stability in 
Canadian conditions cannot be far off 
now, although it is impossible to say 
just how soon we shall reach it... . 
Much depends upon foreign conditions, 
political as well as commercial.” 


ANNUAL REVIEW 


A general review of business condi- 
tions in Canada is contained in the 
December 26 Monthly Letter of the 
Royal Bank of Canada, Montreal. 
The review says, in part: 

“Against the background of world- 
wide depression, conditions in Canada 
seem relatively favorable. The reduc’ 
tion in the purchasing power of many 
of the countries which buy Canadian 
products, has been reflected in our 
exports. The aggregate value of 
Canadian foreign trade has declined 
approximately 22 per cent. During 
the twelve months ending October 31, 
exports amounted to $946,000,000 as 





A banking hall i 
granite 


Interior of the Stockholm Office of the 
SKANDINAVISKA KREDITAKTIEBOLAGET 
BANKERS to the leading Swedish industrial and financial concerns 


compared with $1,281,000,000 in the 
previous year, and imports to $1,065,- 
000,000 and $1,303,000,000, respec- 
tively. The reduction in the exports of 
wheat has been the most serious single 
factor, and this, together with the 
sharp recession in its price, has caused 
widespread hardship in the Prairie 
Provinces. 

“The volume of agricultural produc- 
tion during 1930 was more satisfactory 
than in the previous year. In the 
Prairie Provinces, grain was generally 
seeded on land with insufficient mois- 
ture reserves, but in spite of various 
setbacks during the growing season, 
yields were much higher than in 1929. 
The total yield of wheat in Canada 
is estimated to have been nearly 
400,000,000 bushels against 300,000,000 
in the previous year. Other crops also 
showed substantial increases. The 
barley harvest of 138,000,000 bushels 
is the largest on record, slightly ex- 
ceeding the heavy yield of 1928. The 
increase in the volume. of the crops, 
however, was more than offset by the 


poor export demand and large quanti- 
ties of wheat and other grains still 
remain unsold. The prices of farm 
products have fallen severely with the 
general decline of commodity prices. 

“Livestock prices have not declined 
so severely as grain prices and the low 
prices for feed have turned the atten- 
tion of the farmer to livestock hus- 
bandry. After the lapse of some years, 
interest has been revived in the ship- 
ment of livestock overseas and 2183 
head were shipped up to the first of 
November. 

FISHING 


“The salmon industry in British 
Columbia is setting a new record in 
1930. Production up to November 1 
was over 800,000 cases more than the 
output during the corresponding period 
of 1929, and 74,000 cases more than 
the total for 1926, the previous record 
year. It is expected that the total 
pack will amount to about 2,175,000 
cases. Fishing operations on the Atlan- 
tic Coast have not been so satisfactory. 
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INTERNATIONAL 
BANK 


LIMITED 
Head Office: 
24-28, LOMBARD STREET 


LONDON, E. C. 3 


Telegrams: 


Telephones: Mansion 
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London Clearing Agents: 


Bank of England. Glyn, Mills & Co. 
National Provincial Bank, Ltd. 


Board of Directors: 
General The Hon. Sir H. A. Lawrence, 6.C.B. (Chairman) 
H.E. Peter Bark, 6.C.¥.0. (Managing Director) 

E. W. H. Barry. Esq. Sir Gordon Nairne, Bart. 
Julian Day, Esq., M.C. Ludwig von Neurath, Esq. 
A. 6. M. Dickson, Esq. Sir Otto Niemeyer,6.B.E.,K.C.B. 
The Lord Faringdon, C.H. Sir William Peat, C.V.0. 
Zoltan Hajdu, Esq. Kunes Sonntag, Esq. 
Dr. Paul Hammerschlag Sir Henry Strakosch, 6.B.E. 


Every description of Home and Foreign Banking 
transacted. Special facilities for business with the 
Continent of Europe. Current accounts opened and 





deposits for short periods accepted at rates which may 
be obtained on application. a 





The catch of the Lunenburg deep-sea 
fleet was only two-thirds of the catch 
of last year; prices have been low, and 
the demand poor. Little of the sum- 
mer catch has been sold. 

“The lumbering industry had a quiet 
season, particularly in Eastern Canada. 
While the cut was reduced, export 
markets have been weak throughout 
the year and prices have been depressed. 
Russian softwood has been plentiful 
in the British market and competition 
from this quarter has seriously affected 
the disposal of Canadian supplies. 
Operations on the Pacific Coast have 
also been curtailed, but conditions in 
the West are somewhat more satisfac- 
tory than in the East. In spite of un- 
satisfactory prices, the volume of sawn 
lumber shipments has been well main- 
tained. Increases are shown in exports 
to Australia, South Africa, China and 
the United Kingdom. The principal 
decline has been in shipments to the 


Canadian and United States Atlantic 
Coast ports. 


MANUFACTURING 


“Manufacturing has been compara- 
tively quiet and operations have been 
curtailed in such important industries 
as the iron and steel and automobile. 
The production of steel ingots at Syd- 
ney during the first ten months of the 
year amounted to 75 per cent. of the 
rated capacity. This showing is some- 
what better than that made by the 
other steel plants. While this is a con- 
siderable decrease from last year, it 
may be considered satisfactory under 
prevailing industrial conditions. The 
number of automobiles and trucks pro- 
duced during the first ten months of 
the year fell off by about 40 per cent. 
Newsprint production also showed a 
decline—2,313,225 tons during the first 
eleven months of 1930 as compared 
with 2,495,628 tons in 1929. Opera- 
tions in 1930 have been on the basis 
of 70 per cent. of rated capacity, while 
the ratio in 1929 amounted to 85 per 
cent. During the latter part of the 
year, increased activity was reported in 
many important branches such as flour 
milling, boots and_ shoes, electrical 
equipment and the textile industry. 
The improvement came too late to 
result in any substantial gains for the 
year being reported, but it is hoped 
that the activity will continue and result 
in a better showing for the coming 
year. 


WATER POWER DEVELOPMENT 


“The development of Canada’s water 
power has been carried on during the 
year with undiminished vigor. A re’ 
view issued by the Department of the 
Interior indicated that during the first 
six months of the year hydro-electric 
construction amounted to a greater 
figure than at any similar period in the 
history of the Dominion. Installations 
aggregating more than 1,680,000 horse 
power were under active development 
from coast to coast, including develop- 
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ments in nearly every province. Many 
of these undertakings comprise the 
initial stages only of the various plants 
which, when completed, will add ap- 
proximately 2,000,000 horse power and 
bring the total capacity installed to 
nearly 8,000,000 horse power. The 
production of electrical energy has been 
growing in spite of the lessened re- 
quirements of the pulp and paper in- 
dustry and other important consumers. 
During the first ten months of the 
year, the output of the central stations 
amounted to 14,693,698,000 kilowatt 
hours as against 14,499,818,000 kilo- 
watt hours in 1929. The total for 
1930 will, in all probability, set a new 
record. 

“Construction works have been pro- 
ceeded with on a substantial basis dur- 
ing the year, but the total value of 
contracts awarded shows a considerable 
falling off from both 1929 and 1928. 
Large public undertakings are being 
proceeded with in advance of original 
programs to overcome the conditions 
which ordinarily would result from a 
serious curtailment in building opera- 
tions. 


MINING 


industry has shown 


“The mining 
continued expansion during 1930. 
Many new projects have been com- 
pleted and extensive development work 
carried on. Prices of many products 
have shown radical declines and some 
operations have been curtailed or dis- 
continued. Increased production, on 
the other hand, has been reported in 
many important fields. The output of 
gold, silver, copper, nickel, lead, zinc. 
natural gas and petroleum, all showed 
increases during the first nine months 
over the corresponding period of 1929. 
When complete returns are available 
for the year, several new high records 
of production will be shown. This is 
abundant evidence of the strength ‘and 
vitality of the Canadian mining in- 
dustry. 


ANYWHERE ON THE GLOBE 


COOK'S 


TRAVEL SERVICE 


THE WORLD'S LEADING 
TRAVEL ORGANIZATION 


300 OFFICES 
THROUGHOUT THE WORLD 


THOS. COOK & SON 


NEW YORK 
587 Fifth Ave. 253 Broadway 
827 Madison Ave. 


in co-operation with 


WAGONS-LITS CO 


701 Fifth Avenue 


“With the‘ contrast between condi- 
tions in Canada and those in other 
countries in mind, it is evident that 
employment is being maintained at 
relatively high levels. New industries 
are coming to Canada in large num- 
bers and the number of inquiries re- 
ceived as to the possibilities for other 
new industries is unprecedented. Di- 
versification in agriculture is making 
rapid progress. As the farmer becomes 
less dependent upon a single source of 
income, his revenue will be more stable. 
Our whole industrial activity has been 
maintained at a surprisingly high level. 
That Canada has come through a 
world-wide depression in so much better 
condition than have other countries, is 
a comment on the strength of Canadian 
economy and finance. This is the best 
evidence that the return of normality 
in world affairs will herald the resump- 
tion of expansion in Canada.” 
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This Directory lists the important banks in every country 
and section of the world. They are arranged, first, alpha- 
betically according to countries. 


A Special Feature 


When you turn to any country in this Directory you find 
in those pages, without turning to any other place in the 
book, all of the important banks in that country. - 


‘Another Special Feature 


As this Directory is published in the United States, it 
includes a larger and more comprehensive list of United 
States banks than any other international directory. 


Order your copy, sent on approval, from the 
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71 Murray Street, New York, N. Y. 





ISTITUTO ITALIANO DI CREDITO MARITTIMO 


Subscribed Capital 
Paid-up Capital and Reserves 
Resources, over 


-Lit. 150,000,000.00 
a 136,484,750.00 
** —1,600,000,000.00 


HEAD OFFICE: ROME, 173 CORSO UMBERTO I 


Branches: 


ALBENGA, ALESSANDRIA, AULLA, 


ANCONA, BOLOGNA, BOLZANO, 


CARRARA, CASERTA, CASOLI, CHIAVARI, CIRIE, .FIVIZZANO, FLORENCE, GENOA, 
LEGNAGO, LEGHORN, LERICI, LEVANTO, MASSA, MILAN, NAPLES, NOVI PIEMONTE, 


OSPEDALETTI, PADUA, PESCARA, 
SARZANA, SAVONA, 


(Riviera di Castellamare), 
SESTRI LEVANTE, 


ROME, SAN REMO, 


SPEZIA, TURIN, VENICE, VERONA, VIA- 


REGGIO, VOLTERRA. 


Telegrams: 


Head Office, DIRMARE, Rome; for Branches, CREDIMARE 


EVERY KIND OF BANKING BUSINESS TRANSACTED 


ITALIA-AMERICA SHIPPING CORP. 


- 1 State Street - NEW YORK 


American Representative 
AFFILIATED BANKS: Credimare A.G. Zurich, Share Capital Paid Up Sw. Fes. 1,000.000. 


Banco Di Santo Spirito (Regionale Del Lazio). 
Spirbanco. 


over the Latium-—Telegrams: 
Resources Over Lit. 340,000.000. 


Head Office: Rome and 135 Branches 
Share Capital Paid Up Lit. 30,000.000. 


International Banking Notes 


EPORT of the directors of Barclays 
Bank (Dominion, Colonial and Over- 
seas), London, for the year ended 
September 30, 1930, showed net 

profit for the period of £465,070, after pay- 
ment of all charges, and making full provi- 
sion for all bad and doubtful debts. To this 
has been added £137,981 broucsht forward 
from the previous year, making a total of 
£603,052 for allocation as follows: 


To provision for income tax, etc... .£110,000 

To reserve fund 100,000 

To interim dividend at the rate of 
8 per cent. per annum on the 
cumulative preference. shares and 
at the rate of 44 per cent. per 
annum on the “A” and “B” 
shares, less income tax 

To final dividend on the cumulative 
preference shares, at the rate of 8 
per cent. per annum, less income 
tax 55,583 

To final dividend at the rate of 5 
per cent. per annum on the “A” 
shares and ““B’’ shares, less income 

To carry forward 


111,077 


61,660 
164,730 


Balance sheet of the bank as of the same 
date, September 30, showed paid up capital 
of £4,975,500, reserve fund of £1,650,000, 
current, deposit and other accounts of £62,- 
690,264 and total resources of £74,208,904. 


AT the annual meeting of stockholders of the 
Commercial Bank of Scotland, Limited, Edin- 
burgh, the directors reported for the year 
ended October 31, 1930, net profits of £389,- 
856, after providing for rebate of discount 
and interest and for all bad and doubtful 


debts. To this has been added £62,551, 
brought forward from the previous account, 
making available for distribution £452,408. 
This has been allocated as follows: 


To dividend on the “A” shares of 

16 per cent. per annum, less in- 

come tax 
To dividend on the “B” shares of 

10 per cent. per annum, less in- 

come tax 38,750 
To reserve fund 50,000 
To officers’ retiring allowances fund 25,000 
To reduction of cost of bank's prop- 

erties 


To carry forward 71,658 


The bank has paid up capital of £2,250,- 
000, reserve fund of £2,850,000, deposits 
and credit balances of £33,182,351 and re- 
sources of £43,093,346, according to its bal- 
ance sheet as at October 31, 1930. 


NET profits of the National Bank of Scot- 
land, Limited, Edinburgh, for the year ended 
November 1, 1930, were £276,928, accord- 
ing to the annual report of the directors to 
the stockholders. Added to this sum is the 
balance from the previous year, £73,765, mak- 
ing a total of £350,693, for distribution as 
follows: 


To contingent fund 

To heritable property account 

To trustees for officers’ pension 
scheme 

To staff widows’ fund 

To dividend at the rate of 16 per 
cent. per annum, less income tax 136,400 

To carry forward to next account.. 74,293 


Capital of the bank, shown in the state- 
ment of November 1, is £1,100,000, reserve 
fund is £1,550,000, deposits are £32,266,197 
and resources £38,992,352. 


£50,000 


STATEMENT of condition of the Latvijas 
Banka, Riga, Latvia, as of December 10, 
showed capital of Ls. 18,734,925, reserve of 
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Foreign Languages 
Easily Learned 
The Berlitz Conversational Method 


makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day and Evening Classes 
and Individual Instruction. Reason- 


able tuition. Catalogue upon request. 


Trial Lesson Free 


a A 


LANGUAGES 


Established 1878 
Branches throughout the World 


Manhattan— 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


Ls. 4,351,986, special reserve of Ls. 3,500,000, 
and total resources of Ls. 247,860,932. 


THE Dai-Ichi Ginko, Limited, Tokyo, has re- 
moved its head office to the bank’s new build- 
ing at 1 Marunouchi 1l-chome, Kojimachiku. 


BALANCE sheet of the Bank of London & 
South America, Limited, London, as of Sep- 
tember 30, 1930, shows paid up capital of 
£3,540,000, reserve of £3,000,000, current 
and deposit accounts, etc., and contingency 
reserve of £39,362,782 and total resources 
of £62,752,294. 

Net profit of the institution for the year, 
after deducting all expenses, amounted to 
£390,472, to which was added £209,572 
brought forward from the previous account, 
making a total of £600,044, which has been 
distributed as follows: 

To interim dividend of 4 per cent.. .£141,600 
To dividend of 5 per cent 177,000 
To contingency reserve 100,000 
To profit and loss carried forward.. 181,444 


C. E. Hotes, director-general of the Banque 
de Commerce, Antwerp, has just been named 


chevalier de Ordre de Leopold. 


Net profits of Westminster Bank, Limited, 
London, for the last year after providing for 


bad and doubtful debts and all expenses, 
amounted to £1,821,888, a decrease of 
£338,496 from 1929. This sum, added to 
£506,304, brought forward from 1929, made 
available the sum of £2,328,192. 

The dividend of 10 per cent. paid in 
August on the £4 shares and 6} per cent. on 
the £1 shares absorbed £656,945. A further 
dividend of 10 per cent. has now been de- 
clared on the £4 shares, making 20 per cent. 
for the year, and a further dividend of 6} 
per cent. on the £1 shares, making 124 per 
cent. for the year. 

The sum of £150,000 has been transferred 
to the rebuilding account, £200,000 to the 
contingent fund, and £200,000 to officers’ 
pension fund, leaving a balance of £464,301 
to be carried forward. 


Directors of the Midland Bank, Limited, 
London, have reported net profits for the year 
1930 of £2,318,689, after full provision was 
made for all bad and doubtful debts. To this 
has been added £859,258 brought forward 
from the previous account, making a total of 
£3,177,947, which has been allocated as 
follows: 


To interim dividend at the rate of 
18 per cent. per annum, less in- 


To bank premises, redemption fund 250,000 
To officers’ pension fund 100,000 
To final dividend at the rate of 18 

per cent. per annum, less income 

tax 993,799 
To carry forward 851,287 


For the year 1929 the net profits amounted 
to £2,665,042, the dividends were at the rate 
of 18 per cent., £500,000 was placed to bank 
premises redemption fund and £220,000 to 
officers’ pension fund, and £859,258 was 
carried forward. 


THE profits of Barclays Bank, London, for 
1930 amounted to £1,821,207, a decrease 
from the 1929 figure of £510,373. Like the 
Midland and Westminster banks, however, 
the dividends were maintained at the previous 
rate. Adding £552,432, the sum left over 
from the previous year, to the net profits for 
1930 made available a total of £2,373,639. 
Of this sum £200,000 was allocated to prem- 
ises account, £1,614,275 paid in dividends 
and the remainder, £559,364, carried forward. 


Lioyps Bank, Limited, London, reported 
profits for the year 1930 of £2,129,516, as 
compared with £2,542,084 in 1929. Al 
though the profits of the bank were sufficient 
to maintain the dividend at its old rate, it 
was decided to lower the rate of dividend on 
the “A™ shares from 16% per cent. to 15 per 
cent. The dividend on the “B” shares re- 
mained as formerly, 5 per cent. vl 

The bank thus paid in dividends £1,726,551 
in 1930, added £200,000 to the reserve and 
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a like amount to the staff funds, and in- 
creased the amount to carry forward by 
£2965. 5 


Net profits of the National Provincial Bank, 
Limited, London, for 1930, were £1,930,854, 
as compared with £2,189,704 in 1929. The 
bank paid out £1,706,295 in dividends, trans- 
ferred £200,000 to reserve fund and £100,000 
to each the premises fund and the staff fund. 
Dividends were declared at the same rate 
as in 1929. 


THE profits of Martins Bank, Ltd., Liverpool, 
for 1930 showed a decrease of only £42,689, 
equal to a little over 5 per cent., over the 
previous year. The dividend was maintained 
at 16 per cent. and the allocations were the 
same as those made a year ago in amount, 
but different in disposition. The contingen- 
cies fund received £150,000, against nothing 
in 1929, while the reserve fund and the 
premises account, which received £50,000 and 
£100,000 in 1929, got nothing in 1930. The 
carry-forward was reduced by about £22,000. 


DivDEND announcement of the Union Dis- 
count Company of London, the largest of the 


London discount companies, maintained the 
favorable standard of the declarations previ- 
ously made by other discount institutions. 
On the paid-up ordinary share capital of 
£1,250,000, the final dividend was again 74 
per cent., making 15 per cent. for the year, 
less tax, and the directors repeated the bonus 
of 5 per cent., free of tax, which the com- 
pany has paid since 1921. Appropriation 
to premises account was £15,000, against 
£10,000 in 1929, and to staff provident fund 
£15,000 as against £10,000, while the balance 
carried forward was increased by £30,000 to 
£299,000. Profits of this institution were 
clearly, therefore, larger than in 1929. 


Net profits of the Bank of New South Wales, 
Sydney, for the year ended September 30, 
1930, were £734,699, after all usual allow- 
ances had been made. To this has been added 
£163,478 brought forward from the previous 
year, making a total of £898,177. Of this 
amount, £731,250 has been paid in dividends, 
and the remainder, £166,927, carried for- 
ward. 

The bank has paid up capital of £7,500,000, 
reserve fund of £6,150,000 and total re- 
sources of £89,228,378. 


toner. | 


The Christmas greeting of the Hungarian Commercial Bank of Pest, Budapest, bore 
this etching. 





What They Say 


ONWARD MARCH 


“For the business man who has a 
clear understanding of the difficulties in 
which the present situation is involved 
and a determination to adapt his policies 
to the realities, the future surely will 
afford opportunities as great as have 
been open at any time in the past.. Un- 
questionably this country is going for- 
ward.”—Charles E. Mitchell, chairman 
of the board National City Bank of 
New York. 


A PARADOX 


“It is one of the paradoxes of the 
present situation, that the existing 
period of broad and drastic price de- 
clines, uncomfortable as it is for busi- 
ness, is bringing consumption within 
command of the narrower limits of our 
national pocketbook, and will actually 
prove to be another forward step in 
increasing the standard of living and the 
future purchasing power of the great 
mass of the general public and, in the 
long run, be conducive to renewed busi- 
ness prosperity.”—Allard Smith, execu 
tive vice-president Union Trust Com- 


pany of Cleveland. 


CONSERVATISM 


“Although loanable funds are plenti- 
ful and money rates low, banking pol- 
icies continue to be marked by great 
conservatism. In spite of all that has 
been said in favor of fearless enterprise, 
confidence, etc., on the part of business 
men, the fact remains that the ground- 
work for recovery must be laid slowly 
and carefully, and that all but the most 
soundly conceived and conservatively 
financed projects had better be deferred 
until the possibility of unforeseen set- 
backs is more remote than it is at pres- 
ent. While every banker and every 
business man wishes to see expansion 
get under way at the earliest possible 
moment, those whose experience goes 
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back to previous periods like the pres- 
ent realize the uselessness and danger 
of false starts..—The Guaranty Survey 
of the Guaranty Trust Company, New 
York. 


WHAT WE MAKE IT 


“Nineteen thirty-one is a new year. 
We should enter it with new ideas, 
new measures, new confidence and new 
hope. Business this year will be exactly 
what we make it—no better and no 
worse. It is largely within the province 
of the American people to restore the 
economic equilibrium of the world, and 
if our attitude toward the new prob 
lems of the new year is constructive, 
rather than critical, we shall make 
greater progress in 1931 than we did 
in 1930.”—Alfred P. Sloan, president 
General Motors Corporation. 


JOB FOR MECHANICS 


“Because the economic machinery is 
so delicate and its speed so rapid, it is 
imperative that we have a thorough 
knowledge of its workings and that its 
direction and control be left in the 
hands of those who understand the 
mechanism, and not unduly interfered 
with by governmental agencies, because 
unwise decisions or the application of 
unsound measures may do irreparable 
damage.”—New England Letter of the 
First National Bank of Boston. 


CREDIT CONTROL NEEDED 


“At present, there is questioning of 
banking because banks have failed. In 
many cases these failures arise not be’ 
cause of mismanagement or negligence 
on the part of the bank officers or of 
speculation by them, but from causes 
entirely beyond their control. Although 
credit has reached its highest develop: 
ment in the United States, we have not 
yet learned how to control it. At 
tempts by banks to control credit or to 
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ration credit have not been conspicu- 
ously successful."—Rome C. Stephen- 
son, president American Bankers As- 
sociation. 


WORLD’S GOLD SUPPLY 


“The concentration of 60 per cent. of 
the world’s gold supply in the United 
States and France has placed the po- 
tential control of the world’s price level 
in the hands of these two countries. 
Neither country has perfected its cen- 
tral banking machinery to the point 
where such control can be made 
promptly effective, and I fear that 
neither country has fully realized its 
duty in this respect to its own citizens 
and to the rest of the world.”—Sir 
Herbert Holt, president Royal Bank of 
Canada, Montreal. 


CLEARING SKIES 


“After a year of severe reaction and 
readjustment the skies are slowly be- 
ginning to clear. Many industrial 
plants are now increasing their working 
forces in preparation for.a hoped-for 
enlargement of spring trade. There are 
no indications of and indeed no expec- 
tations for more than a moderate sea- 
sonal upturn; yet, after eighteen months 
of decline, such an upturn might well 
mark the end of the most drastic de- 
pression since 1875.°—-Mid-Month Re- 
view of Business, Irving Trust Com- 


pany, New York. 
STANDS THE TEST 


“Results now apparent seem to in- 
dicate that instalment credit has success- 
fully stood the test of more than a year 
of less active business. As might be ex- 
pected, repossessions have increased, but 
only slightly, and far from the alarm- 
ing extent that was predicted in pessi- 
mistic expressions made earlier in 1930. 
Since the average payment period of 
goods hought on the instalment plan is 


259 


a little less than twelve months, most 
instalment purchases contracted for be- 
fore the decline in general business, 
have already been liquidated.”"—The Re- 
view, Bank of America, N. A., New 
York. 


TOO MANY IMPROVEMENTS 


“Much optimism is engendered by the 
suggestion that a billion and a half 
dollars are to be spent this year on pub- 
lic improvements. I believe in public 
improvements as I believe in progress 
in every sound direction. But the 
country staggers today under a burden 
of debt and taxes that it sustains only 
with the utmost difficulty; and that the 
situation can be cured by the further 
use of credit for objects which in them- 
selves are not only non-productive but 
are a constant charge to maintain, and 
which are not directly essential to the 
health or welfare of the community as 
a whole, seems to me utterly impos- 


sible."—Melvin A. Traylor, president 
First National Bank of Chicago. 


WANTED—ASSURANCE 


“More than anything else, buyers 
want assurance that prices are safe. It 
is remarked widely these days that busi- 
ness needs only confidence in order to 
go ahead. It needs confidence in prices. 
There is of course only one possible 
way by which confidence in prices can 
be re-established and that is by com- 
pleting the deflation of prices. That 
will be a gradual process, but it need 
not be indefinitely prolonged. It will 
require writing off losses. But taking 
inevitable losses now, will, in the ma- 
jority of cases, prove far less costly than 
postponing the process. Business in- 
telligence should be concentrated on the 
job of completing commodity deflation. 
It is the one promiseful opportunity for 
speeding recovery..—The Business Ob- 
server of the Foreman-State National 
Bank, Chicago. 
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Above and below are illustrated two different types of night depositories— 
one circular and one rotary. 





Designed, Manufactured and Installed by 


Herring-Hall-Marvin Safe Co. 


Factory— Hamilton, Ohio 


New York Chicago San Francisco Birmingham Boston St. Louis Los Angeles 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


FEBRUARY, 1931 


WHAT WILL BANKS HAVE TO SELL 
IN 1931? 


By Don KNOWLTON 
Publicity Manager, Union Trust Company, Cleveland 


lous to ask the simple 

question, “What will 
banks have to sell in 1931?” 
It would be natural to as- 
sume that banks will sell, 
this year, just what they 
sold last year—just what 
they have always been sell- 
ing. 

First of all, let’s take 
sock of our merchandise. 
What do we have on our 
shelves?’ What are banks 
selling? 

Here we get into some 
very peculiar paradoxes. 
The bank advertising man 
may consider that the bank 
is selling business prestige, 
fnancial progress, personal 
prosperity, freedom from 
want and worry, the com- 
fort and happiness that come 
with money in the bank— 
in short, the desirability of 
building up deposits, from 
the point of view of the 
customers. 


[ may seem rather ridicu- 


A bank’s new business de- 
partment feels that the bank 
is selling new accounts. 

The officer in charge of 
operation of branches may 
think that the bank is sell- 


— 


_ Extracts from an address be- 
lore the Financial Advertisers 
Association of Chicago. 


ing convenience and accessi- 
bility. 

One savings banker might 
insist that the bank is selling 
safety and protection, while 
another would say that the 


bank is selling thrift. 


But the bank’s loaning 
officers have an entirely dif- 
ferent view. They say that 
the bank is selling credit. 
From their standpoint, the 
bank is not selling bank ac- 
counts, but is, instead, buy- 
ing deposits. The deposits 
are the raw material of the 
credit factory, and loans are 
the finished product. 

Now from that standpoint 
it is obvious that in the past 
the bank advertiser has con- 
centrated his efforts upon 
the buying end of the bank, 
rather than the selling end. 
He has done his utmost to 
bring into the bank larger 
quantities of raw material 
which could be put through 
the credit factory and con- 
verted into loans. 


TOO MANY DEPOSITS 


Now I don’t say that we 
ought to cut out entirely ad- 
vertising for increased de- 
posits. But the fact remains 
that right now many banks 
are not particularly anxious 


to get in a large volume of 
new deposits. Their difh- 
culty is to know what in the 
world to do with all the 
funds which they now have. 

This is especially true on 
the savings side. Not so 
many months ago building 
was going on merrily, and 


Don KNOWLTON 


there was a good market for 
credit in the first mortgage 
field, which is the normal 
market for the placement of 
savings funds. But you 
don’t need to be told about 
the real estate situation to- 
day. Instead of customers 
begging us for first mort- 
gage loans, we are begging 
customers to keep up their 
amortization and _ interest 
payments, and hoping we 
won't have to throw many 
more properties into fore- 
closure. With unemploy- 
ment, and with the likeli- 
hood of a further deflation 
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in rents staring us in the 
face, there seems little pros- 
pect of any great wave of 
new building in the near 
future, and so little prob- 
ability that there will be a 
good market for first mort- 
gage loans for some time to 
come. 

The call money market 
used to absorb deposits in 
excess of current local de- 
mands. Not so many months 
ago, call money stood at 10 
or even 12 per cent. But 
now brokers’ loans are down 


$6,000,000,000 below the 
high point reached in 1929, 


and call money is down to 


14 or 2 per cent. 

There is an even greater 
reversal in commercial bank- 
ing. A large corporation 
which, three or four years 
ago, may have been borrow- 
ing $500,000 from a bank, 
at 6 per cent., now may 
have that $500,000 on de- 
posit in time funds in the 
same bank, at 3 or 4 per 
cent. interest! These large 
time deposits of corpora- 


The Nation's First White Siem 


Facumile reproduction of the signature 
ef Samael Osgood as it appears ia 
the * Pounders’ Book" (the orginal sock 
subscription book of The Manbsttun 
Company) of April, 1799. He was one 


Tt is not surprising that the Cherry Street house of 
Samuel Osgood, on the spot where now rests one of the pil- 
lars of Brooklyn Bridge, was selected as the nation’s first 
“White House.” It was one of the chief mansions of the city 
and had already accommodated the Presidents of the Conti- 
nental Congress. Quite possibly, too, the civic pride of Mr. 
Osgood, who was later to resign his membership in the 
President's Cabinet rather than leave his beloved New York, 
had something to do with the choice. 


At all events, in the spring of 1789, the Cherry Street 
mansion was the scene of extensive preparations under the 
direction of its distinguished owner. While the City Fathers 
were busy with boats anc barges for the ceremonial entrance 
of the President-elect into the city; Mr. Osgood was busy 
with decorators and furnishers in order that his home might 
do full honor to the forthcoming presidential levees. When 
Washington arrived in Cherry Street, it was with pride that 


tions can’t be put into mor 
gage loans—they have to ke 
kept liquid enough to meet 
immediate withdrawal de 
mands. Banks hesitate to 
convert them into securities, 
for you never can tell how 
soon the corporations wil 
want them back, and that 
would mean _ selling the 
securities immediately re 
gardless of prices, which 
these days are uncertain 2 
best. What are banks going 
to do with large saving 
balances of corporations? 

The sum and substance of 
the situation is that the 
market is now oversupplied 
with credit and the price of 
credit has gone down. And 
whether banks like it or not, 
they are going to have to do 
something to meet the situa 
tion. 

I don’t think we ought 
to discourage savings ac 
counts or stop all savings 
advertising. But I do think 
that we can place less em 
phasis on  deposit-building 
than we have in the past, 
at least for the time being— 
and I think that we may 
find it advisable to reduce 
the rate of interest we're 
paying on deposits, and try 
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of the many leaders of his day whose de- 
scendanis we are proud to number among 
the valued patrons of this institution. 


muel , shortly to becom: rs i i s of ; 
caucfa Gates tute wierd in os asda oer to increase our sales hav 
credit. crec 


“White House.” . 


dn appointing the Bank of Manhattan Trust Company as Executor and Trustee under } 
jour will, you enlist the faithful cooperation of am sustitution which has always 


tr ee HOW TO ADVERTISE CREDIT § dire 
BANK OF MANHATTAN TRUST COMPANY hou 
“Sy I'll say frankly, at the § pan 
outset, that this is a ques’ § mer 
tion upon which I am ab & of 
solutely at sea. mal 

It is one of the peculiar \ 
paradoxes of banking that Bf the 
the advertising manager has J ans 


SEVENTY.NINE OFFICES D) | Ev GREATER NEW YoaR 


ee aca + ERY 


Interesting historical incidents are the subject of an un- 

usual and readable series of advertisements being published 

by a New York trust company. Each tale concerns one 

of the founders of the bank and is tied up to the present 

by the statement that the descendants of the founder are 
among the bank's present patrons. 
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never had anything to say 
about selling the principal 
product of the institution 
for which he works. 

You can look through ten 
years’ advertising of many 
a bank, and you won't find 
in that whole portfolio a 
single mention of the fact 
that the bank loans money. 

I can't say how we're 
going to advertise credit. 
I've never had any experi- 
ence in that line of adver- 
tising. I wouldn’t know how 
to go at it, any more than 
I would know how to go 
about advertising neckties or 
roller skates. 

As I have said before, in 
the past banks have never 
felt that they needed to ad- 
vertise credit. But now, 
with the need for more 
credit sales upon us, I’m 
wondering whether banks 
have lost out to some ex- 
tent by keeping it such a 
secret that they loan money? 

But, of course, immedi- 
ately difficulties present 
themselves. We can’t simply 
advertise that we will lend 
money to all comers. In 
that case we would merely 
bring in a flock of would-be 
borrowers whom we would 
have to turn down as poor 
credit risks. 

Neither can we compete 
directly with instalment 


houses and financing com- 
panies in making loans on 


merchandise. The character 
of the loans which we can 
make is quite limited. 
Very well—let’s approach 
the subject from a different 
angle. What is our present 


ie year of greater 
OPPORTUNITY 


“Let’s work together 
for a Happy and 


Prosperous New Year” 


: Presakeme 


FRANKLIN TRUST 


COMPANY Open ‘til 
CHESTNUT AT FIFTEENTH Daily 
5108 Germantown Ave. Freskbord Ave. and Pool 
(WEST PEADELMEA OFA. FROME STREET OFFICE 
‘Sad sad Market Sta, Frost and Market Sts. 
Resources over $50,060,000.00 


WONT. 5 2 A ARR ES RNR I iil cn iS ROOTES 


A brief message from its president is contained in this well 
designed advertisement of a Philadelphia bank, which was 
run at the beginning of the year. 


field for loans, and how 
widely are we trying to 
cover that field? 


THREE DIVISIONS OF LOANS 


We have, roughly, three 
divisions of loans—-mort- 
gage, collateral and commer- 
cial. 

I think we certainly can 
leave collateral loans out of 
the picture, as far as any 
attempt to increase credit 
sales are concerned. Good- 
ness knows people never 
need to be encouraged to 
borrow more on their securi- 
ties—the trouble is to keep 
them from borrowing too 


much! We let them make 
too many collateral loans in 
the spring and summer of 
1929, and we've been paying 
for it ever since. The con- 
dition of business and the 
stock market seems more or 
less arbitrarily to govern 
volume of collateral loans, 
and this volume is subject 
to violent fluctuations. Not 
that collateral loans are not 
desirable or profitable, but 
we are looking for more 
stable and more permanent 
customers for bank credit. 
That leaves us mortgage 
loans and commercial loans 
to work on. 

Can we advertise mort- 
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gage loans? I think so. 
We are going to do some of 
it in 1931 at the Union 
Trust Company in Cleve- 
land. In our window dis- 
plays and street car cards, 
we are going to announce 
that we make first mortgage 
loans on homes. Now this 
is a very small step, Ill 
admit, but the point is that 
it is a step. It’s going 
further than our bank has 
ever gone before in actu- 
ally advertising the credit 
side of the institution. 

Now let’s see what we 
can do toward merchandis- 
ing commercial loans. What 
prospects do we have for 
commercial credit? 

In the past the larger 
corporations have almost al- 
ways stood ready to buy as 
much commercial credit as 
we could produce. But to- 
day that situation also is re- 
versed. As I stated before, 
many a corporation which, 
two years ago, was a bor- 
rower to the extent of 
$500,000 now doesn’t owe 
its bank a cent, and instead 
may have $500,000 on de- 
posit in the savings side. 
Hundreds of large corpora- 
tions today have cash re- 
serves so large that even if 
business picks up substan- 
tially this year and next 
year they may not need to 
buy commercial credit for a 
long time to come. 

If we are going to in- 
crease our sales of commer- 
cial credit, therefore, we 
will have to do so among the 
smaller businesses who are 
in need of it—businesses 
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who, as they develop, may 
look forward to expansion 
and to increasing future 
financial requirements. 

Immediately we are faced 
with what appears to be 
an insurmountable difficulty. 
How many of these small 
businesses, which represent 
a potential market for credit, 
could produce statements 
which would entitle them to 
loans? Have not our sales 
of credit to smaller busi- 
nesses already reached the 
limit commensurate with 
safety? 

Very well, let’s go one 
step farther. What can we 
do to help the small busi- 
nesses who are banking with 
us to get their affairs into 
such shape that they will 
become better credit risks, 
and so better prospects for 
sales of credit? 


Now we certainly are in 


deep water! At first glance 
this seems a hopeless prop- 
osition. But is it entirely 
hopeless? I don’t think so. 
And I want to offer you, at 
this point, a simple story 
taken from the files of our 
credit department, concern- 
ing our relationships with 
the proprietor of a_ small 
retail furniture store on the 
outskirts of Cleveland. 


“The owner started the busi- 
ness six years ago. When he 
began he opened his account 
with us. The first year his 
balances on deposit averaged 
slightly more than $1000, the 
second year they ranged be- 
tween $700 and $500, the 
third year they were running 
around $200, and in his fourth 
year there were many times 
when he did not have enough 
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money in the bank to meet 
the checks he drew and we 
had to return them because of 
insufficient funds. 

“During the entire term of 
four years, the retailer came 
into the bank only to make 
his deposits. While he may 
have known that our credit de- 
partment is always prepared and 
willing to help all our cus 
tomers, not once did he stop 
in. Then, as often happens, 
he decided that what he needed 
was a loan from the bank. He 
asked us to loan him $1000, 
His balance had dwindled to 
nothing. We could easily 
imagine what would happen to 
our $1000 if we loaned him. 
Our trade checking indicated 
that he had been slow in pay 
ing his bills for some time and 
was becoming worse. (Some 
houses even refused to sell 
him.) Our analysis of | his 
financial statements was unfav- 
orable; the debt was too high. 
We refused to grant him the 
loan. Like most _ individuals 
who are not entitled to credit 
he arose in a storm of anger, 
called us ungrateful, and 
threatened to transfer his ac 
count to another bank. 

“But the incident was not 
closed when we refused to loan 
this customer $1000. After he 
had calmed down sufficiently to 
talk intelligently, we told him 
that our analysis of his finan 
cial statement also revealed that 
his chief difficulty lay in the 
fact that he carried too much 
merchandise on hand. We told 
him that the average furniture 
retailer in the United States 
carries from 15 per cent. to 
17 per cent. of his total assets 
in merchandise, while he had 
from 25 per cent. to 30 per 
cent. We also informed him 
that the sales of the average 
furniture retailer were five to 
six times his inventory, while 
his sales were only three to four 
times his inventory. Approached 
from this standpoint, he ad 
mitted he had consistently been 
too optimistic in his expecta’ 
tions of the amount of business 
he would transact, and had 
bought too heavily. We a¢ 
vised him to start cutting down 
his merchandise immediately, 
and to persist in the policy 
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until his proportions were more 


nearly normal. 

“About a year later, the 
furniture retailer stopped in. 
He told us that, as we ex- 
pected, cutting down the size 
of the inventory he carried re- 
leased so much of his funds 
that he was again paying his 
bills promptly and was in in- 
stances discounting. His bal- 
ances with us were better, he 
was no longer hampered in his 
operations by a large debt, and 
he was well pleased. We con- 
gratulated him, then surprised 
him by offering to loan him 
$1000 any time he needed it 
to carry him over his seasonal 
peaks. 

“Since then, we have loaned 
him $500 on two different oc- 
casions. The loans have been 
promptly taken care of at ma- 
turity. Today, in spite of gen- 
erally poor conditions prevail- 
ing throughout the entire fur- 
niture line, he is prospering 
moderately but steadily. He 
thanked us a few weeks back 
for refusing to loan him two 
years ago, and for the sound 
advice we gave him. We are 
well satisfied with the account, 
ind he is well satisfied with us.” 


I think that tells the story. 
When this man first came 
to us he was not a satisfac- 
tory credit prospect. When 
we got through with him we 
had transformed him into a 
satisfactory credit prospect, 
and we had sold him. He 
will probably be a_ small 
buyer, but a good buyer, of 
commercial credit, for many 

years. 


POSSIBLE PLAN 


Now, let’s outline a pos- 
sible plan based upon this 
illustration. In this particu- 
lar case the customer's diffi- 
culty was too big a ratio of 
inventory to volume of sales. 
The bank knew approxi- 


mately what his 
ratio of inventory should be, 
and told him. He didn't 
know it before. 

Yet knowledge of proper 
inventory ratio is not “inside 
information.” There is no 
mystery or secrecy about it. 
Inventory ratio has been the 
subject of a great deal of 
study ahd research by credit 
men’s associations, trade as- 
sociations and the like. The 
results of these surveys are 
available to anyone. But 
like many hundreds of other 


proper 
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small business men, this fur- 
niture dealer went blunder- 
ing along in ignorance, either 
because he didn’t know that 
any such information was 
available, or didn’t know 
where to ask for it. 

Now there are a number 
of other matters which have 
to do with the ordinary 
routine of good business 
practice, which are more or 
less standardized, and about 
which information is readily 
available—at least, as far as 
fundamental principles are 








are doing. 


the bond market during 1920-21. 





returns to higher levels. 





Harris, Forbes & Company 


Pine Street, corner William, New Vork 


Harris, Forbes & Company 
Incorporated 
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Buying Dollars 


ata 


Liberal Discount 


HAT, in effect, is what many careful buyers of well selected bonds 


When sound bonds bearing a coupon rate of 5%, 544% or 6% can be purchased 
at prices to yield seven or eight per cent or more, the purchaser is certainly 
getting his incoming dollars at a substantial discount. 


There were then, as now, many sound bonds available at prices which 
presented exceptionally liberal income returns. 


Numerous indications support the belief that the prices of carefully selected 
bonds will in the future, as in the past, show improvement when business 


Our suggestions for investment adapted to varying individual and institu- 
tional requirements, and including a list of selected bonds selling at substan- 
tial discounts, will be submitted upon request. 


Office: Lincein Building 
00 Eaet Gane 


Harris, Forbes & Company Harri, Forbes & Company 
Limited Limited 








Good bonds are a desirable form of investment at any time. At this time 
they present unusual opportunities for profitable income. 


The conditions which have developed these opportunities for investors are 
rare, but they are by no means unprecedented. 


The more experienced 


investors will recall, for example, that unusual conditions also prevailed in 
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An attention-getting headline is combined with excellent 
layout and simple, readable copy in this advertisement 
of an investment house. 
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concerned. I’m frank to say 
I don’t know just what they 
are—TI've never tried to run 
a business, and I’ve never 
worked in a credit depart- 
ment. But I would venture 
to say that any good credit 
manager knows more or less 
what standard practice is 
with respect to such basic 
questions as analysis of in- 
ventory turnover, allocation 
of overhead, instalation of 


budgetary control, evaluation 
of plant equipment, and set- 
up and analysis of a financial 
statement. 

Many of the small busi- 
ness men who are customers 
of banks, however, are still 
ignorant of a good many of 
these first principles. That 
is why they are in trouble. 
That is why they are poor 
credit risks. 

It seems to me, therefore, 


Nobody 
“Too Busy” 


It is the belief of the officers of this Bank 
that their time belongs to the Bank's custom- 


For this reason the officers are not closeted 
behind closed doors. They are out in the open 
—on duty and approachable. No executive is 
ever “too busy” to discuss your personal 
financial problems with you. 


If employees are unable to answer your in- 
quiries they will refer you to the proper de- 
partment and make themselves responsible 


for your receiving attention. 


In keeping with this policy we invite you to 
come in any time and talk over your affairs 


with us, in confidence. 


Make yourself known and let us discover 
together how we can help you. 


The Old National Bank 
® Union Trust Co. 


of Spokane 


Good use of white space, an individual border and well 
written copy make this advertisement of a Washington 
State bank notable. 


that if we are to increas 
our sales of commercial 
credit to small businesses 
the first step would be to 
make some effort to educate 
these small businesses to the 
adoption of first principles of 
good business operation, such 
as outlined above. 

How can we do that? 

I don’t know. Possibly 
we can do it through sup 
plying such businesses with 
simple manuals of standard 
business practice. Possibly 
we can do it by personal 
conference with bank off: 
cers. Possibly we can do it 
by calls of men in our new 
business departments. Or it 
might be necessary to goa 
step farther and set up an 
actual commercial service de: 
partment, with a trained ex 
pert at its head. 

Just what part advertising 
plays in this picture, I'm cer 
tainly not yet prepared to 
answer. But I'm sure that 
a service of this sort would 
certainly give an advertiser 
an opportunity to offer toa 
commercial customer a mor 
interesting brand of mer 
chandise than the old 
fashioned “friendly _ bank 
with a feeling of welcome.” 


HUMAN INTEREST 
ADVERTISING 


Such a program would 
mean, too, that the bank ad 
vertiser himself would have 
to begin thinking about 4 
great many things concern 
ing which he never bothered 
his head before. For year 


we advertisers have been 
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ying, as our stock in trade, 
what we have called the hu- 
man interest side of bank- 
ing. Little Jimmy gets Dad 
, Christmas present, the 
widow McCurty contrives to 
end her beautiful daughter 
through college, old Mr. 
Whiffletree has not found it 
necessary to go to the old 
folks’ home, the widow Mc- 
Allister gets monthly from 
our trust department a check 
which reminds her of the 
loving kindness of her dear 
departed, the business man’s 
chest swells with pride when 
he realizes that our bank is 
his bank too, and the young 
housewife enjoys deep slum- 
ber, free from bad dreams, 
because she knows that even 
if the robbers come her dia- 
mond ring is in a safe de- 
posit box. But peddling 
these heart throbs does not 
prove a very satisfactory 
foundation of experience 
upon which to build a plan 
of merchandising mortgage 
loans to home-owners, or 
elling to small business men 
a brass-tacks business-infor- 
mation and business-practice 
service which will convert 
them eventually into better 
prospects for sales of com- 
mercial credit. 

It looks to me as if the 
bank advertising man was 
going to have to turn banker 
pretty fast--and although in 
the past the bank’s adver- 
tising man and the bank’s 
credit man have seldom had 
occasion to talk the same 
language, 1 think now they 
ate going to have to get to- 
gether. Certainly it will be 
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ALTHOUGH CON. 
CEPTS OF BANKING 


swept the country 


\URING the early Years of Washington's 

Adminutration, Hamilton, as Secretary 
of the Treasury, strove diligant/y to establish 
sound System of Banking and to szebilize the 
Currency of the country €But Speculation 
was the order of the Day United States Bank 
scrip, originally offered for one hundred 


dollars, rose to 195, dropped rapidly to 110 
and finally rallied to 145. Several failures 
were the result. @Jn this rims Hamilton av- 
thorized the Cashier of the Bank of New York, 
to buy government bonds and stocks to re- 
Gave the merchants of the City and to ru» 
tain the credit of the United States. 


BECAUSE OF ITS IN. 
DEPENDENT PoSs!- 


BANK of NEW YORK and TRUST COMPANY 
CAPITAL, SURPLUS AND UNDIVIDED PROFITS $20,000,000 


48 Ware Straest. New Yoru 
Uparen Qficr: Medwon Avenue ot 6)rd Street 


The part played by this old New York bank in the early 
history of the city and nation is the subject for a series 


of interesting 


necessary for advertising to 
get closer to the commercial 
banking and credit depart- 
ments, than has ever been 
the case before. 

So with respect to my 
original question, “What 
will banks have to sell in 
1931?” I can only say that 
I don’t know—but I'm cer- 
tain it won't be the same 
old merchandise they were 
selling in 1929 and 1930. 
The fact is, I think a new 
chapter of financial adver- 
tising is in the making. We'll 
all of us take a whack at 
writing it, and we'll make 
a lot of mistakes, but before 
we get through with it, I 
think we will have worked 
out various plans whereby 
bank advertising will no 
longer be merely an accessory 
in banking, like the trunk 


advertisements. 


rack on the back of an auto- 
mobile, but will develop into 
one of the essential parts 
that makes the credit ma- 
chine go round. 


HOW BANKS ARE 
ADVERTISING 


THE ideals of service of the 
New Hampshire National Bank, 
Portsmouth, N. H., are ex- 
pressed in an attractive booklet 
gotten out by the bank. “The 
Viewpoint of the ‘New Hamp- 
shire National’” is the title of 
the booklet and is printed on 
the cover, along with a draw- 
ing of a ship. Both cover and 
inside pages are of cream col- 
ored paper, and are printed in 
black and blue. 

’ The text says in part: “The 
New Hampshire National Bank 
desires and undertakes to be of 
maximum service to every man 
and woman who favors it with 
patronage, whatever the nature 
or the volume of the business 
involved. It wants to serve 
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them as well, and in as many 
ways, as possible. 

“Its officers and staff know 
that the better they know you 
and you know them, the better 
will their work match with your 
ideals of banking service.” 


A Group of attractive booklets 
on various phases of trust busi- 
ness has been gotten out by the 
Commercial National Bank and 
Trust Company of New York. 
They are definitely related, i. e., 
they are the same size, printed 
on the same kind of paper and 
in the same colors, but are dif- 
ferent enough in design to keep 
up the interest of the reader. 

The booklets measure 64 by 
4 inches in size and are printed 
on rough white paper. A simi- 
lar stock, but heavier, is used 
for the covers. A wide band, 
made up of stripes of red and 
black in varying widths, is used 
as the sole decoration on the 
front cover, and this band is 
placed differently on the dif- 
ferent booklets. On one book- 
let it cuts diagonally across the 
upper right and the lower left- 
hand corners, leaving a space 
in the center for the title of 
the booklet. On another it is 
placed vertically, along the ex- 
treme left side, while on a third 


it runs horizontally across the 
cover, about half an inch from 
the top. 

Each booklet has a different 
title, and each treats of a dif- 
ferent phase of the trust busi- 
ness. One takes up the life 
insurance trust; another, wills; 
a third, custodian accounts; a 
fourth, living trusts; and a 
fifth, trust agreements for mem- 
bers of partnerships or close cor- 
porations. 

In each case, the service of 
the trust company in the par- 
ticular phase of trust business 
being discussed is explained, 
and a list of the company’s 
directors is given, under the 
heading, “These men direct the 
affairs of the Commercial Na- 
tional Bank and Trust Com- 
pany of New York.” 


AN informative folder on the 
subject of estate planning has 
been distributed by the Girard 
Trust Company of Philadelphia. 
It has eight pages, size 8 by 
124, and is printed on heavy, 
coated stock. The wide mar- 
gins are a solid peach color, 
while the text is printed in 
brown on a white background. 
In the bottom margin on each 
page is a small sketch of the 
front of the bank building, with 


MORE FINANCIAL ADVERTISING IN 1931 
FINANCIAL advertising appropriations will be consid- 
erably larger in 1931 than they were in 1930, accord- 
ing to Preston E. Reed, executive secretary of the 


Financial Advertisers Association. 


He has just com- 


pleted checking the results of a questionnaire sent to 


850 members of the association. 


The questionnaire 


indicates that 38 per cent. of those replying to the 
questionnaire will have an increased budget in 1931. 
While only 12 per cent. will have budgets reduced, 
the remaining 51 per cent. will have the same appro- 
priation as last year. The greatest increase reported is 
100 per cent., while the largest cut is 66 per cent. The 
increase was on a budget totaling $75,000, while the 
decrease was on a very small budget totaling $15,000. 

The largest budget reported on in the question- 
naire totaled $650,000, while the smallest was $3000. 
It is indicated that the total amount to be spent by 
the members of the association in the coming year 
will be in ‘excess of $50,000,000. 
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the words, “Girard Trust Con. 
pany, Chartered 1836." 4 
larger reproduction of the sam 
sketch is used on the cover, 
with the brief title, “Estate 
Planning.” 

In the text, the bank's ney 
estate plan is compared with 
old methods of leaving estate: 
and then some of the advan. 
tages of the new plan ar 
named and described. The 
booklet is clearly written and 
easily understood. 


INVESTMENT management and 
estate building are the subjects 
of two interestingly written and 
good looking folders which ar 
being distributed by the Ler, 
Higginson Trust Company of 
Boston. Both are 6 by 9 
inches in size. 

The folder concerned with 
investment management is 
printed in black and green on 
rough, cream-colored _ stock. 
On the cover is the question, 
“Are Your Investments Pros 
pering as They Might?” and 
an attractive modernistic de 
sign. The two inside pages are 
devoted to text, which empha 
sizes the thought that an indi 
vidual can no longer give the 
care necessary to his _ invest: 
ments to insure consistent yield 
and a sound investment struc’ 
ture, but that this is done ex 
pertly by the trust company. 
Suggestion is made that per 
sons interested arrange a con 
ference with a representative o! 
the company. 

“Building an Estate” is the 
title of the second folder, done 
in brilliant blue and black. Par 
ticularly interesting in this is a 
paragraph of copy which tact 
fully limits estates to be cared 
for by the trust company to 4 
minimum of $25,000. _ This 
paragraph reads as follows: 

“ ‘Building an Estate’ well 
expresses the unique _ service 
which the Lee, Higginson Trust 
Company offers the investor. It 
does more than _ indicate @ 
policy; it actually defines the 
degree of responsibility this 
Company will assume for you 
whether your property | 
$25,000 or many millions. 


AN example of the type 
advertising that may be done 
to better relations between 
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trust companies and lawyers is 
a booklet published by the Fore- 
man-State Trust And Savings 
Bank, Chicago, and sent out to 
a list of 8000 lawyers. The 
hooklet received considerable 
praise from its recipients and, 
according to the trust company, 
brought good returns. 

The booklet is of impressive 
size, 9 by 12 inches, and con- 
tains on the cover a sketch of 
adesk upon which is a copy of 
a will, Above this sketch 
are the words, “Suggesting an 
Executor Trustee for Your 
Clients,” and below, in small 
type, the name of the bank. 
Printing is in black, dull green 
and brown on white paper. 

Copy is written in a clear 
and dignified style and ad- 
dressed specifically to the 
lawyer. It endeavors to ex- 
plain that there need be no 
overlapping in the duties of 
attorney and trust company and 
that as trust duties are carried 
out by thati institution, there is 
no conflict, but co-operation. 
The last page of text contains 
“A brief statement of certain 
practices of stewardship which 
characterize the trust services 
of the Foreman-State Trust And 
Savings Bank.” 

An allegorical map showing 
a chart of an estate with the 
navigable waters and _ lurking 
dangers marked, is reproduced 
in the booklet and readers are 
offered a copy of the map suit- 
able for framing. 

The same map, printed in 
color, forms the cover of an- 
other interesting booklet of the 
Foreman-State Trust And Sav- 
ings Bank. This is addressed 
to individuals and shows the 
assistance which the bank can 
render in plotting a safe finan- 
cial course for an estate. It 
Suggests a conference between 
the individual and one of the 
bank's estates specialists after 
which the latter can make a 
complete analysis of the indi- 
Vidual’s estate. 

Both booklets are attractively 
gotten up and printed. 


THE market possibilities of the 
Mississippi Valley and the signi- 
teance of St. Louis as the key 
city to this district are the subject 


oan interesting and unusual 


folder published by the First Na- 


tional Bank in St. Louis and dis- 
tributed to national manufactur- 
ers and distributors. The pur- 
pose of the folder, of course, is 
to interest these executives in 
the facilities and services of the 
First National Bank, while it 
suggests to them reasons for 
including that district in their 
operations and activities. 

The folder is simply printed 
on white paper of good quality 
in gold and black. On the 
cover is a simple design which 
leaves a space in which is typed 
the name of the person for 
whom the circular is intended. 

The double-page spread in- 
side is divided into three 
columns of text below a head- 
ing, “Key men in many in- 
dustries are now engaged in 
entering one of the Country's 
Principal Markets . . . through 
the Influential Door of St. 
Louis’ Largest Bank.” The 
copy is summed up in the last 
paragraph, as follows: 

“Whether you view the rich 
Mississippi Valley as a new 
market to be entered for the 
first time or as a familiar sec- 
tion calling for renewed activity 
on a more extensive scale, we 
suggest that you gain for your- 
self the added benefits of taking 
action now. The First Na- 
tional Bank is at your service 
; ready to co-operate 
promptly with you while so 
many requirements for expan- 
sion are obtainable at levels 
rarely equalled eager to 
help you open the door to 
greater opportunity in the Na- 
tion’s Center.” 

On the fourth page of the 
folder are listed the names of 
the bank’s directors and a short 
statement regarding the leader- 
ship of the bank, training and 
experience of its executives and 
directors, and its departments. 
A letter or a personal visit to 
the bank for any desired in- 
formation is suggested. 


From time to time there have 
been mentioned in _ these 
columns banks, both savings 
and commercial, which in their 
advertising are urging the pub- 
lic to buy. In Providence, 
R. I., the pioneer in this move- 
ment has been the Peoples Sav- 
ings Bank, which for the last 
three months has been featur- 


ing newspaper advertising advis- 
ing people not to save too 
much—to spend some. 

One piece of the bank’s copy 
suggested that the reader “let 
regular, small deposits aided by 
44 per cent. interest build your 
balance up.” Still another ad- 
vised ““don’t go too fast the first 
500 miles.” The theme through- 
out the advertising has been to 
save slowly and regularly, but 
also to spend. 

The management of the bank 
believes that it is to the future 
interests of the institution to 
forego some deposits at present 
in an attempt to bring back 
prosperity. 


EacH year the Central Trust 
Company of Cincinnati, Ohio, 
in place of the usual Christmas 
greeting, sends to its customers 
and friends a Christmas story 
written by one of its officers 
about the town of his child- 
hood, which is known as “The 
Town Back Yonder.” 

A brief note of explanation 
precedes the tale. It says, in 
part, that these annual Christ- 
mas greetings “are messages of 
good-will done in a_ simple 
setting, and they are appealing 
because they combine the best 
of human impulses—love, ten- 
derness, sympathy, kindness— 
the things that will live as long 
as the human family populates 
the earth.” 


WHEN 
efforts 


times are bad 
should be 
Often the extra effort made 
yields surprising results and 
tends to offset the natural fall- 
ing off in business which is to 
be expected in times of de- 
pression. That this applies to 
banks is shown by the experi- 
ence of the Franklin Trust 
Company of Philadelphia. In 
an address ‘delivered in Phila- 
delphia last December H. Ennis 
Jones, vice-president of the com- 
pany, pointed out that Franklin 
Trust Company deposits had in- 
creased about $2,000,000 since 
January 1, 1930; that more 
than 15,000 new accounts had 
been opened and: that profits 
in October and November had 
exceeded the same period of a 
year previous. 

This very favorable showing 
he attributed entirely to an in- 


selling 
redoubled. 
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tensive effort on the part of 
the company's officers to obtain 
new business. Most of this 
favorable showing represents 
new contracts made and ac- 
counts secured from firms and 
individyals with whom the bank 
had never before done business. 
MuTUuUAL savings banks of 
Greater New York, Long 
Island and Westchester have 
been using a car card with the 
title “Get the Bargains,” in 
which readers are urged to have 
a savings account and thus be 
able to pay cash and get more 
for their money. The copy is 
in the center of the card with 
an illustration at each end. The 
one at the left shows a woman 
at the counter of a store, and 
the words, “It pays to shop 
with cash in your hand.” At 
the other end is shown a 
woman standing before a teller’s 
cage, and the words, “Be sure 
the bank has ‘Savings’ in its 
name.” 


AN almanac for the year 1931 
has been issued by the Mans- 
field Savings Bank & Trust Co., 
of Mansfield, Ohio. It contains 
48 pages of informative mate- 
rial—calendar and weather pre- 
diction for each month of the 
year, post office regulations, 
names of town and _ county 
officials, and the like—and a 
number of advertisements tell- 
ing of the bank's services. At 


the end of the book are several 
pages devoted to early days in 
Ohio, wherein are described in- 
teresting incidents of pioneer 
days in that vicinity. 


A FOLDER sent out by the 
Stock Yards National Bank of 
Chicago early this year wishes 
its friends and customers a 
Happy New Year and brings 
out the fact that  sixty-three 
years previously it had given 
the same greeting to grand- 
fathers of some of its present 
depositors. The text deals with 
the changes that have taken 
place in the years between and 
the part played during that time 
by the bank. : 


BANK advertising men will be 
interested in a new brochure 
on Employe Magazines just 
issued by the Policyholders Ser- 
vice Bureau of the Metropoli- 
tan Life Insurance Company. 
The booklet aims to bring to- 
gether the results of the experi- 
ence of successful house-organ 
editors, for the benefit of or- 
ganizations seeking to organize 
such a publication, or to im- 
prove an existing one. More 
than 200 house organs were 
studied in preparing the mate- 
rial for the brochure, which 
takes up the mechanical struc- 
ture, layout, the editor and his 
duties, editorial content, and 
practices followed in distribu- 
tion. 
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THE Medford Savings Bank, 
Medford, Mass., is located jus 
across the street from the Post 
ofice and during the Christmas 
mailing rush, it relieved a large 
number of people from standing 
in line at the post office by 
posting a sign in one of it 
windows that it sold stamps. 
Hundreds of people who were 
forced to stand in a line out 
side of the post office noticed 
the sign and took advantage 
of it. 

Many of the people who took 
advantage of the service of the 
bank in selling stamps had 


never before been inside the in. 
stitution .and it is believed that 
some of these will enter again, 
for business purposes. 


NEWS 


THE Merchants-Citizens Na 
tional Bank and Trust Com 
pany, Allentown, Pa., has 
placed its advertising account 
with Shankweiler-Mickley, Inc, 
advertising agency of that city. 


ERNEST VAUGHAN SULLIVAN, 
formerly advertising manager 
of Insuranshares Corporation, 
has joined the staff of Graves, 
McCleish and Campbell, New 
York advertising agency, as @ 
copy and contact executive, 
specializing in investment trust 
and insurance advertising. 
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oO" of the many interesting tmUNION TRU ST ca. 


vistas in the largest single 
banking room in the world— Resources over $300,000,000 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, New York City 


Coming Bankers’ Conventions 


AMERICAN BANKERS ASSOCIATION, Atlan’ January 28. Secretary, Forba McDaniel, 310 
tic City, October 5-8. Executive man- Odd Fellows Building, Indianapolis. 
ager, Fred N. Shepherd, 110 East 42nd street, 
New York City. Iowa BANKERS ASSOCIATION, Waterloo, 
June 22-24. Secretary, Frank Warner, 430 
AMERICAN BANKERS ASSOCIATION Execu- Liberty Building, Des Moines. 
TivE CounciL, Augusta, Ga., April 13-16. 
Headquarters, Bon Air-Vanderbilt Hotel. Ex- Mip-WESTERN BANK MANAGEMENT Con’ 
ecutive manager, Fred N. Shepherd, 110 East erence, Kansas City, Mo., March 19-20. 
42nd street, New York City. Under the auspices of the Bank Management 
Commission oy the American Bankers Asso: 
AMERICAN INSTITUTE OF BANKING, Pitts- ciation and the various state bankers’ associa’ 
burgh, June 8-12. Secretary, Richard W. tions. 
Hill, 110 East 42nd street, New York City. 
Mip-WEsTERN SAVINGS CONFERENCE, 
CENTRAL ATLANTIC STATES BANK MAN’ South Bend, Ind., May 11-12. 
AGEMENT CONFERENCE, Washington, D. C., 
February 26-27. Under the auspices of the Mip-WINTER TruUsT CONFERENCE, New 
American Bankers Association and the various York City, February 17-19. Headquarters, 
state bankers’ associations. Hotel Commodore. Under the auspices of 
the Trust Company Division, American 
DistrRIcT OF COLUMBIA BANKERS AssO- Bankers Association. 
CIATION, Hot Springs, Va., June 18-21. Sec- 
retary, George O. Vass, Riggs National NATIONAL ASSOCIATION OF MuTuAL Sav 
Bank, Washington, D. C. incs Banks, Washington, D. C., May 20-22. 
Headquarters, Mayflower Hotel. Secretary, 
EASTERN REGIONAL SAvINGS CONFERENCE, John W. Sandstedt, 347 Madison avenue, 
New York, March 19-20. Headquarters, New York City. 
Hotel Commodore. Under the auspices of 
the Savings Bank Division, American Bank- NATIONAL FoREIGN TRADE CONVENTION, 
ers Association. New York. May 27-29. Headquarters, 


Hotel Commodore. Secretary, O. K. Davis, 
FINANCIAL ADVERTISERS ASSOCIATION, 1 Hanover Square, New York. 


Boston, September. Executive secretary, 
Preston E. Reed, 231 South La Salle street, NaTIONAL SAFE Deposir CONVENTION, 
Chicago. Chicago, May 21-23. Headquarters, Congress 
Hotel. Secretary, Herbert W. Lloyd, 208 
» en erga Teer See. South La Salle street, Chicago. 
harleston, S. ¥ pril 17-18. nder 
the auspices of the Trust Company Division, c rsd 4 Anil 24 ae 2: ia 
F sats arlsbad, ri 25. > Ss. 
SS See SOE garet Barnes, 318 North Sixth street, Al 
ILLINOIS BANKERS AssOcIATION, Chicago, buquerque. 
May 25-27. Secretary, M. A. Graettinger, 


208 South La Salle street, Chicago. New York STATE BANKERS ASSOCIATION, 


Syracuse, June 22-24. Headquarters, Saranac 
INDIANA BANKERS ASSOCIATION, Indian- Inn. Acting secretary, Clifford F. Post, 33 
apolis, June 10-11. Mid-winter meeting, Liberty street, New York City. 
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Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


PENNSYLVANIA BANKERS 
Atlantic City, May 13-15. 
Hotel Traymore: 
man, Huntingdon. 


ASSOCIATION, 
Headquarters, 
Secretary, C. F. Zimmer: 


Savincs BANK ASSOCIATION OF MaAssa- 
CHUSETTS, Lenox, Mass., September 24-26, 
Headquarters, Hotel Aspinwall. Executive 
secretary, Dana Sylvester. 


SoutH DaKxoTaA BANKERS ASSOCIATION, 
Huron, June 24-26. Secretary, Geo. A. 
Starring, City Hall Building, Huron. 


SOUTHERN TruUsT CONFERENCE, Charles- 
ton, S.C., April 17-18. Headquarters, Frances 
Marion Hotel. Under the auspices of the 
Trust Company Division, American Bankers 
Association. 


Texas BANKERS ASSOCIATION, San An- 
gelo, May 12-14. Secretary, W. A. Phil- 
pott, Jr., Dallas. 


U. S. BuitpInc AND Loan LeEaGue, Phila- 
delphia, week of August 10. Executive man- 
ager, H. Morton Bodfish, 59 East Van Buren 
street, Chicago. 


VirGINIA BANKERS ASSOCIATION, Old Point 
Comfort, June 11-13. Secretary, C. W. Beer- 


bower, First National Exchange Bank, Roa- 
noke. 


WESTERN BANK MANAGEMENT CONFER’ 
ENCE, Salt Lake City, March 26-27. Under 
the auspices of the Bank Management Com- 
mission of the American Bankers Association 
and the various state bankers’ associations. 


West VircIntiA BANKERS ASSOCIATION, 
Morgantown. Secretary, J. S. Hill, Charleston. 


NEW OFFICERS ELECTED 


H. B. Wart, secretary, and Brenton Welling, 
assistant vice-president, have been elected 
vice-presidents of Bankers Trust Company, 
New York. Mr. Watt retains the office of 
secretary. G. M. Meyer and W. C. Meyers 
ave been appointed assistant secretaries. 


ISTITUTO ITALIANO 
STATEMENT 


STATEMENT of the Istituto Italiano di Credito 
Marittimo, Rome, as of October 31, 1930, 
showed capital of lire 150,000,000, reserve 
of lire 10,000,000, current accounts, deposits 
and savings of lire 845,963,463 and total re- 
sources of lire 1,602,051,042. 


MANHATTAN PROMOTIONS 


GrorRGE AHERN, assistant treasurer, and 
Frank M. Ransom, assistant secretary, have 
been appointed assistant vice-presidents of the 
ae of Manhattan Trust Company, New 
ork. 


BANK OF NOVA SCOTIA 
STATEMENT 


STATEMENT of condition of the Bank of 
Nova Scotia, Toronto, as of December 31, 
1930, showed paid in capital of $12,000,000, 
reserve fund of $24,000,000, deposits of 
$205,862,554 and resources of $263,115,661. 


NAMED DIRECTOR 


Rosert E. ALLEN, vice-president of the Cen- 

tral Hanover Bank and Trust Company of 

New York, has been elected a director of the 

Fidelity Investment Association of Wheeling, 
Va. 


NEW DIRECTOR 


Henry H. SANGER, president National Bank 
of Commerce of Detroit, has been elected a 
director of the Guardian Detroit.Bank. Mr. 
Sanger is a director in the Guardian Detroit 
Union Group, Inc., National Bank of Com- 
merce, Union Guardian Trust Company, 
Bank of Commerce of Dearborn, Whitman & 
Barnes, Detroit Life Insurance Company and 
Michigan Sugar Company. 

James J. O'Shea has been appointed as- 
—_— vice-president of the Guardian Detroit 
Bank. 
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The South Carolina 
National Bank 


Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 
Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C- 
Capital 
Surplus 
Resources 


$ 1,500,000.00 
1,200,000.00 
30,000,000.00 


A. B. A. OFFICIAL DIES 


WILLIAM G. FitzwiLson, secretary and as- 
sistant treasurer of the American Bankers 


WILLIAM G. FitzwiLson 
A. B. A. official who died recently. 


Association, died recently of pneumonia. He 
was 58 years old. Mr. Fitzwilson had been 
associated with the A. B. A. since 1900. 


ON FEDERAL ADVISORY 
COUNCIL 


WALTER W. SMITH, president of the First 
National Bank in St. Louis, has been re- 
elected vice-president of the Federal Advisory 
Councit. Mr. Smith was a member of the 
original board of directors of the Federal Re 


serve Bank of St. Louis, and was also for- 
merly vice-chairman and deputy Federal Re- 
serve agent. 


GUARANTY STATEMENT 


CONDENSED statement of condition of the 
Guaranty Trust Company of New York, as 
of December 31, 1930, shows total resources 
of $2,022,425,111, as compared with $1,786,- 
425,140 at the time of the last published 
statement, September 24, 1930. Deposits of 
$1,341,639,876, including outstanding chccks, 
compare with $1,180,585,309 on September 
24. The company’s capital of $90,000,009, 
surplus fund of $170,000,000, and undivided 
profits of $37,442,797, give a total capital 
fund of $297,442,797, which reflects an in- 
crease in undivided profits of $4,806,773 for 
the year. 

At the annual meeting of the stockholders 
of the company it was announced that the 
company’s net profits for the year 1930 were 
$22,806,773. This figure was arrived at, it 
was stated, after a careful review of all ac- 
counts and a liberal setting aside of reserves 
for assets which appeared at all of doubtful 
value. 

After the payment of $18,000,000 in divi- 
dends, the balance carried to the credit of 
undivided profits was $4,806,773. 

The securities owned by the Guaranty 
Company were written down to market values 
on December 31, 1930, and the investments 
on the statement of the Guaranty Trust Com- 
pany at that date were shown at less than 
market values. 


FOREMAN-STATE APPOINT- 
MENTS 


CHESTER G. WESTON and Ray H. Matson 
have been appointed second vice-presidents 
and Russell V. Carlson assistant cashier of 
the Foreman-State National Bank of Chicago. 
Ira W. Hurley has been named assistant sec’ 
retary of the Foreman-State Trust And Sav- 
ings Bank. 


CHASE PROMOTIONS 


Promotions in the official staff of the Chase 
National Bank of New York have been made 
as follows: Frederick §. Child, Russell C. 
Irish and George S. Schaeffer, vice-presidents; 
Louis A. Bruenner and Louis S. Rosenthall, 
second vice-presidents. 

The following assistant cashiers have been 
appointed: Louis Dezzi, Herbert A. Foster, 
James C. Gordon, J. Edward Healy, Jr., 
Nicholas J. Murphy, Frank N. Powelson, 
William G. Schmidt, and Cornelius Van- 
Zwart. : 

Walter E. Dennis has been appointed as- 
sistant manager of the credit department and 
Frank B. Muller assistant comptroller. 
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WILLIAM J. WASON, JB., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


—E ACCOUNTS INVITED 
ail 


INTEREST ALLOWED ON 


ami 00 


Kings County Trust Company 


City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $6,000,000 Undivided Profits $453,000 


JULIAN P. FAIRCHILD, President 


UNLANLVMOUAA LUA 


ALBERT I. TABOR, Secretary 
ALFRED W- ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 


ALBERT E. ECKERSON Auditor 


DEPOSITS 


nnn nn 


Roy A. Brownell has been appointed as- 


sistant manager Pennsylvania branch; J. Ever- 
ett Kunzman, assistant manager Maiden Lane 
branch; Russell H. Greiner, assistant manager 
Franklin branch; and Herbert L. Donald, as- 
sistant manager 57th street branch. 


BOWERY BANK CHANGES 


Henry Bruere, for the last four years first 
vice-president and treasurer of the Bowery 
Savings Bank, New York, has been elected 
president to succeed Victor A. Lersner, who 
has been named chairman of the board. Mr. 
Lersner has been president of the bank since 
1929, prior to which time he was first vice- 
president for four years. 


FIRST WISCONSIN EARNINGS 


NET earnings of the First Wisconsin Na- 
tional Bank of Milwaukee for the year 1930 
were $2,334,112, it was stated by Walter 
Kasten, president, in his report to stock- 
holders. This amount represents 23.34 per 
cent. on the capital stock of the bank or 
12.36 per cent. on the capital, surplus and 
undivided profits, and is a slight increase 
over the sum earned in 1929. The report 
stated that regular dividends aggregating 14 
per cent. on the capital stock were paid dur- 
ing the year as well as a special dividend 
totaling $500,000. Deposits were $155,- 
155,000 as compared with $144,951,000 a 
year ago, an increase of $10,204,000. 

Albert C. Elser has resigned as executive 
vice-president of the bank but will remain as 
a member of the board. 


CLEVELAND TRUST 
PROMOTIONS 


YEAR-END promotions at the Cleveland 
Trust Company, as announced by Harris 
Creech, president, were as follows: 

Frank J. Waldeck, bank purchasing agent, 
was elected an assistant treasurer; W. B. 
Needs was named assistant manager of the 
new business department; and C. M. Mosher, 
Euclid-105th branch, W. B. Verbsky, Nela 
Park branch, and Clarence R. Williams, St. 


Clair-79th branch, were 
managers at those offices. 


made assistant 


MORGAN PARTNER 


S. PARKER GILBERT, who completed his work 
last spring as agent general for reparations 
payments, has become a partner of the firm 
of J. P. Morgan & Co., New York. Mr. 
Gilbert will, it is stated, participate in every 


© unverwoon & UNDERWOOD 
S. PARKER GILBERT 


Who has become a partner in J. P. 
Morgan & Co. 


branch of the firm's activities and will be a 
general partner. 

Mr. Gilbert was born in 1892 in New 
Jersey. He was graduated from the Harvard 
Law School in 1915, having previously re- 
ceived the degree of A.B. at Rutgers. He 
entered the firm of Cravath & Henderson as 
assistant to Russell C. Leffingwell. When Mr. 
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Leffingwell served as special assistant to the 
Secretary of the Treasury during the war Mr. 
Gilbert was an attorney on the war loan staff. 
In 1918 with Mr. Leffingwell’s return to 
New York Mr. Gilbert, at the age of 27, 
succeeded him. When the Dawes plan was 
put into effect Mr. Gilbert was called to 
carry out its operation. 


DR. ATKINS JOINS KEMMERER 
COMMISSION 


Dr. PauL M. ATKINS, engineer-economist of 
Ames, Emerich & Co., Inc., New York and 
Chicago, has been granted a year’s leave of 
absence by that firm to enable him to serve 


© aianx-stoier : 
Dr. Paut M. ATKINS 


° . . i 
Engineer-economist of Ames, Emevich 
& Co., Inc., who is a member of the 

Kemmerer commission to Peru. 


as the credit expert member of the Kem- 
merer Financial Commission to Peru. 

Dr. Atkins is a graduate of Yale and re- 
ceived his doctor's degree from the Univer- 
sity of Paris. After serving as an artillery 
ofhcer in France during the war he was 
called to Paris as a speciulist in the Depart- 
ment of Territorial Political Intelligence of 
the American Commission to Negotiate Peace. 
He also served as the American secretary of 
the sub-commission on Czechoslovak Affairs 
of the Peace Conference. 

Dr. Atkins is the author of a number of 
books on economic subjects, the most recent 
of which is Bank Secondary Reserve and 
Investment Policies. 


HIBERNIA STATEMENT 
THE Hibernia Bank & Trust Company, 


New Orleans, in its sixtieth annual state. 
ment as of December 31, 1930, exhibited 
deposits of $55,955,000 as compared to $51,- 


© UNDERWOOD & UNDERWOOD 


R. S. HEcHT 
President Hibernia Bank & Trust 
Company, New Orleans, La. 


536,000 last year, and cash resources of 
$15,927,000, or approximately a 30 per cent. 
cash reserve. q 

Capital, surplus and undivided profits are 
$6,191,000, which is a substantial gain over 
the figures of 1929. 

The regular quarterly dividend, amounting 
to $125,000, was distributed to stockholders 
on January 2. Annual dividends have been 
paid by the bank for fifty-six years. 

In addition to the dividend to stockholders, 
an employes’ quarterly dividend was dis 
tributed to the employes of the bank. This 
was based on salary and length of service and 
included every employe. The salary dividend 
has been paid to employes for eleven years. 


APPOINTMENTS AT CENTRAL 
HANOVER 


THe Central Hanover Bank and _ Trust 
Company of New York has announced the 
appointment of Harvey Weeks as assistant 
vice-president and A. H. Willets and W. 
Kardell as assistant treasurer. Mr. Weeks 
joined the bank in 1929 as _ assistant 
secretary. 





THE BANKERS MAGAZINE 


CANADIAN BANKER DIES 


Epson L. PEASE, vice-president of the 
Royal Bank of Canada, Montreal, and a 
director in many important Canadian com- 
panies, died recently at Nice, France, at the 
age of 74. He had been associated with 
the bank and its predecessor, the Merchants 
Bank of Halifax, since 1883. 


BANK OF AMERICA EARNINGS 


THE 1930 earnings of Bank of America, 
San Francisco, were placed at $14,500,000 in 
a report of the president, Arnold J. Mount, 
to the board of directors. The report in- 
cluded earnings of wholly-owned affiliates. 

Out of this sum $12,000,000 was paid in 
dividends and the remainder was added to 
reserves. 

Mr. Mount said he believed the business 
decline was nearly at the bottom and that 
gradual improvement might be expected soon. 


DIVIDEND PAID BY YEAR-OLD 
BANK 


AN initial quarterly dividend of $2 a share 
was paid January 15 to stockholders of the 
Commercial National Bank and Trust Com- 
pany of New York, which was opened Jan- 
uary 9, 1929. The bank reported in its 
statement of December 31 that net earnings 
in 1930 amounted to $1,202,104 after 
reserves for contingencies, taxes, interest and 
expenses. 

The bank opened with a paid-in capital 
and surplus of $14,000,000. Last July the 
bank transferred $1,000,000 to surplus from 
the undivided profits account. Its latest 
statement shows capital structure consisting 
of: capital, $7,000,000; surplus, $8,000,000, 
and undivided profits, $1,992,594. Herbert 
P. Howell is president. 


CHASE SETS NEW HIGH 
RECORD 


ToTAL resources of the Chase National Bank 
of New York on December 31, 1930, estab- 
lished a new high record of $2,697,328,855. 
Deposits of the bank, $2,073,775,922, also 
were the highest ever reported. The combined 
capital, surplus and undivided profits amounted 
to $357,791,140. 

Cash and due from banks on December 
31, 1930, amounted to $556,032,950 while 
the investment in United States Government 
securities was $224,243,354 and in other se- 
curities $180,537,724, a total of $404,781,- 
079, which was less than market value. The 
_ total of loans and discounts, $1,535,963,787, 
included commercial discounts, “‘street’’ loans 
and customers’ loans, both time and demand. 
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The figures of Chase Securities Corpora- 
tion and other affiliated organizations are not 
included in the above totals. Chase Securi- 
ties Corporation reported total resources of 
$162,206,286. 


Buy 
PRUDENCE SECURITIES 
INTEREST 5-5'4% 


THE PRUDENCE COMPANY, INC. 


Under Supareicsan of M.%. Seate Ranking Dep, 
vat ee te 
pooreees 


ate 1 ee re 
st Pee ae 


The form of financial statement shown in 
the above advertisement of the Prudence 
Company, Inc., of New York, should be 
welcomed by the public. The various items 
in the statement are not only explained in 
detail for the benefit of the layman, but 
comparative figures are given for the years 
1930 and 1929, showing the actual changes 
in each item during the last year. 


ST. LOUIS BANK ADDS NEW 
DIRECTOR 


James M. Kurn, president of the St. 
Louis-San Francisco Railway, has been added 
to the directorate of the First National Bank 
in St. Louis. 

Net earnings of the bank, including the 
earnings of the affiliated First National Com- 
pany, were 10.70 per cent. on the total stock- 
holders’ funds (capital, surplus and undivided 
profits). During the year, First National 
Bank stockholders were paid a regular div- 
idend of $1,815,000 and two extra dividends 
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Father Time Resigns in Favor of 
CGelechron Glectric Clocks 


ELECHRON Electric Clocks, 

in beauty of design, will agree 
with your own good taste. There 
are Telechron clocks for wall or 
mantel, desk or dressing table. For 
every room in the home or office. 
See your nearest Authorized Tele- 
chron Dealer now and eliminate 
winding, oiling, cleaning and regu- 
lating from your clock routine. 


« 4 
From $9.75 up. 


electron 


The ELECTRIC CLOCK 


totaling $302,500, making the total dividends 
paid for the year $2,117,500. In addition to 
this the bank paid a bonus to the bank em- 
ployes and officers. 


CONTINENTAL ILLINOIS 
CHANGES 


CHANGES in the official staff of the Con- 
tinental Illinois Bank and Trust Company, 
Chicago, have been made as follows: 

Roger C. Hyatt, Walter J. Delaney, C. M. 
Smits and T. Philip Swift have been elected 
vice-presidents. Mr. Hyatt was formerly a 
law partner of the Hon. Newton D. Baker 
in Cleveland and prior to that time was a 
vice-president of the Union Trust Company 
of Cleveland. The other newly elected vice- 
presidents were formerly second vic-presi- 
dents. 

John W. Baker, David Handler and 
Charles J. Klink have been elected assistant 
cashiers. E. E. Freund, assistant secretary 
of the trust department, has been transferred 
to the commercial department as an assistant 
cashier. C. E. Ronning, secretary of the 
trust department, has been made personnel 
officer of the bank, a newly created position. 
R. M. Kimball, a second vice-president, has 
been elected a second vice-president and 
secretary of the trust department. C. E. Clip- 


pinger and Leroy F. Pape have been elected 
aassistant secretaries. 

Woodbury S. Ober, a second vice-presi- 
dent of the Continental Illinois Company, 
has been elected secretary and treasurer of 
that company. Frank L. King, comptroller 
of the bank, has also been made comptroller 
of the company. 


HONORED FOR LONG SERVICE 


BENJAMIN ROACH, assistant cashier of the 
Hibernia Bank ©& Trust Company, New 
Orleans, recently celebrated the anniversary 
of his twenty-fifth year of service with the 
bank, and was inducted into the membership 
in the Quarter Century Ciub, an organiza- 
tion composed of directors, officers and em- 
ployes who have served the institution for 
twenty-five years or more. The club now has 
twenty-three members, with a total service of 
737 years. Mr. Roach was presented with 
a gold button emblematic of his service by 
R. S. Hecht, president of the company. 


© xevstone view co. 
Harvey D. Gipson 
Formerly chairman of the executive 
committee of the New York Trust 
Company, who has become president 
of the Manufacturers Trust Company 
of New York. 


TRUST COMPANIES MAY UNITE 


Boarps of directors of the Hibernia Trust 
Company and the Broadway and Plaza Trust 
Company of New York have approved a 
plan whereby the latter institution will be 
acquired by the former through a cash pay’ 
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ment to stockholders of the Broadway and 
Plaza. The merger, if approved by the 
stockholders, would give the Hibernia three 
branch offices in addition to its main office 
at 57 William street and would increase its 
deposits by more than $20,000,000. 

The Broadway and Plaza Trust Company 
was formed last fall by the merger of the 
Plaza Trust Company, the Broadway National 
Bank and Trust Company and the Park Row 
Trust Company. It has capital of $1,350,- 
000, surplus of $1,800,000, and undivided 
profits of $225,000. 

The Hibernia Trust Company was formed 
on May 28, 1928, and is one of the newest 
banks in the financial district. Philip De 
Ronde is its president. 


© BLANK-STOLLER 
Joun V. B. THAYER 


Vice-president of Central Hanover 
Bank and Trust Company, New York, 
who recently celebrated his 79th 
birthday and his 59th anniversary of 
continuous service with the bank. 


IRVING TRUST MOVE IS 
AUTHORIZED 


AUTHORIZATION to change the location of 
the headquarters of the Irving Trust Com- 


pany of New York from the Woolworth 
building to the new Irving Trust Company 
building at 1 Wall street was voted at the 
annual stockholders’ meeting. The removal 
will consolidate at one location the Irving 
units now located at several points in down- 
town Manhattan. The Woolworth office will 
be cont:nued in its present quarters and the 
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receivership department will also remain in 
the Woolworth building, convenient to the 
United States District Court. 

The bank will occupy fourteen floors, in 
addition to four basements, in the new 
building. 

At the meeting Thomas J. Watson, presi- 
dent and general manager of the Interna- 
tional Business Machines Corporation, and 
Hiram A. Mathews and John C. Orcutt, vice- 
presidents, were added to the directorate. 


CHarLes G. CUSHING 


Newly elected vice-president and di- 
rector of Bancamerica-Blair Corpora- 
tion, who will make his headquarters 
in New York. He was formerly presi- 
dent of Brokaw & Company, Chicago. 


SECURITIES COMPANY REPORT 


A CREDITABLE record for 1930 was made 
by the Central-Illinois Securities Corporation 
of Chicago, according to the annual report 
presented by Philip R. Clarke, president. The 
corporation is the management trust affiliate 
of the Central Trust Company of Illinois. 
Both companies are members of the Central 
Group. 

Despite declining markets the liquidating 
value of the outstanding allotment certificates 
as of December 31, 1930, decreased only 
slightly during the year, the figure being 
$30.77 per unit, as compared with $31.64 
a year ago. The original subscription price 
was $31.50 a unit. 

The corporation’s capital was held prac- 
tically intact during the year, and the net 
earnings, after all operating expenses and’ 





280 


provision for taxes, were $684,327, amount- 
ing to $1.71 a share on the $1.50 convertible 
preference stock. As the figures show, the 
dividend was more than covered even in the 
face of adverse business. 


OFFICIAL CHANGES AT UNION 
TRUST 


THomas A. WHITE has been elected a 
director of the Union Trust Company of 
Cleveland. William H. Freytag, formerly 
assistant treasurer, has been appointed assist- 
ant vice-president and Dave foun, assistant 
treasurer. 


CONTINENTAL ILLINOIS EARN- 
INGS FOR 1930 


Net earnings of the Continental [Illinois 
Bank and Trust Company, Chicago, for 1930, 
as shown in the annual report to stockholders 
by the chairman of the board, Arthur Rey- 
nolds, were $15,580,680, after $5,000,000 
was set aside for taxes and all losses were 
charged off. Dividends of $12,000,000 were 
paid during the year. 

Net earnings, after taxes, were equivalent 
to 20.77 per cent. on the capital stock of 
the bank, or 9.21 per cent. on the average 
invested capital of $169,136,360. 

In 1929, net earnings, after taxes, 
amounted to $20,443,167, equivalent to 27.3 
per cent. on the capital stock of the bank 
and 12.5 per cent. on invested capital. 

Included in the 1930 earnings is the sum 
of $2,018,955 which was earned by the Con- 
tinental Illinois Company, the investment 
securities organization whose entire capital 
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stock is held for the benefit of shareholders 
of the bank. Comnpany earnings are before 
unrealized depreciation on securities held at 
the end of the year and the company has set 
up a reserve of $4,000,000 to provide for 
market fluctuations on these securities. 

A liquid position continues to be shown 
by the bank, Mr. Reynolds pointed out. 
Total resources amount to $1,249,244,144, 
including $208,925,366 in cash and $154, 
733,281 in United States Government securi- 
ties. Excluding all customer loans, readily 
convertible items of primary and secondary 
reserve total 58 per cent. of deposits, which 
are $964,468,140, compared with $878,792,- 
918 a year ago. 


CLEVELAND BANKS JOIN 
FOUNDATION 


THE Union Trust Company, the Guardian 
Trust Company and the Midland Bank, all 
of Cleveland, have joined the Cleveland Trust 
Company as trustees of the Cleveland Founda- 
tion, which is said to be the first community 
trust established in the United States. 

Heretofore the Foundation’s sole trustee, 
since it was established in 1914, has been 
the Cleveland Trust Company, whose then 
president, Judge F. H. Goff, formulated the 
community trust plan. 


GUARDIAN TRUST APPOINT- 
MENTS 


Two new directors were added to the board 
of the Guardian Trust Company of Cleveland 
at the annual meeting of stockholders. They 
were Charles K. Arter, of the firm of Dustin, 


Three officers of the MercantileCCommerce Bank and Trust Company, St. Louis, who 
were retired this year in accordance with an insurance plan adopted by the bank a 
year ago, which provides for a definite retirement income based upon years of service 


and salary. 


They are, from left to right, William B. Cowen, vice-president; Mrs. 


L. D. Sultzer, manager savings department; and Warren M. Chandler, vice-president. 
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Type of vault door to be used at the entrance to the safe deposit department 
in the Emigrant Industrial Savings Bank, New York City. 


McKeehan, Merrick, Arter & Stewart, and 
John F. Deasy, vice-president of the Pennsyl- 
vania Railroad, central region. 

Four men have been appointed to the 
newly created office of assistant vice-president: 
Robert C. Lee, Thoburn Mills, G. J. Provo 
and Frank G. Stuber. Henry J. Weber has 
been appointed assistant treasurer. 


TO INSTALL SAFE DEPOSIT 
DEPARTMENT 


TH: Emigrant Industrial Savings Bank, New 
York. one of the largest savings banks in the 
city, has awarded to the New York Safe & 
Lock Co., of York, Pa., a contract for the 
installation of safe deposit vault equipment in 


its building at 51 Chambers street. The vault 
will contain more than 2000 safe deposit 
boxes of various sizes and will be strongly 
constructed of reinforced concrete, lined 
throughout with several layers of steel. En- 
trance will be through a massive door twenty 
inches thick, and there will be an emergency 
door of the same thickness. The vault will 
be finished with a polished steel ceiling and 
wall plates and will be adequately ventilated. 


UNITED FOUNDERS GETS BIG 
COMPANY 
THE United Founders Corporation has ac- 


quired voting control of the United States 
Electric Power. Corporation, a $1,220,000,- 
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Main office of the Lawyers Mortgage Company, Madison avenue at 44th 


street, New York C 


000 public utilities holding company, accord- 
ing to Louis H. Seagrave, president of United 
Founders and chairman of the board of 
United States Electric Power. 


MORTGAGES INCREASE DURING 
1930 


MortTGaGESs totaling $103,470,000, represent- 
ing an increase of 26 per cent. over 1929 
business, were accepted during 1930 by the 
Lawyers Mortgage Company of New York, 
according to a statement authorized by Rich- 
ard M. Hurd, president of the company. 
“The demand for selected first mortgages, 
protected by an adequate guarantee as to 
principal and interest, far exceeded our sup- 


ity. 


ply during the greater part of the year,” Mr. 
Hurd said. “Despite the fact that, in May, 
the conservative policies which govern our 
mortgage loans made it necessary for us to 
reduce the net rate to investors on mortgages 
in the Borough of Manhattan to 5 per cent. 
purchases by both institutional and individual 
investors continued to keep pace with our 
volume of loans.” 

“To appraise properly for mortgage loans,” 
Mr. Hurd told stockholders at the annual 
meeting, “means much more than to figure 
the value of the land based upon adjoining 
sales, and the cost of bricks and mortar based 
on current prices for labor and materials— 
and add the two together. This may be 
called the ‘fund’ theory of aporaising, namely, 
that when a certain sum has been paid for 
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land and building, this constitutes a fund 
actually paid in, which may remain static 
for a considerable time. But capital in build- 
ings constitutes ‘flow’ as well as a ‘fund,’ in 
the sense that from the day the building is 
finished, money flows out of it for the costs 
of maintenance, heat, light, elevators, repairs, 
insurance and taxes, as against which money 
flows into it for rentals. Careful lenders re- 
quire both a ‘fund’ basis of value, for the 
reason that if rents temporarily show an un- 
usual yield upon cost, competition of other 
buildings will sooner or later reduce the rents 
to normal figures, and a ‘flow’ basis of value, 
because in the long run it is the net yield of 
rentals above expenses which forms the basis 
of the lending value of real estate. In other 
words, while the visible factors are important, 
it is the invisible factors which control the 
values. 

“The present sharp recession in the erec- 
tion of new buildings is a healthy reaction, 
which strengthens all existing buildings by 
removing the competition of new space un- 
til population catches up with the overbuild- 
ing of 1927 to 1929.” 

In its annual report as of January 1, 1931, 
the company showed sales of guaranteed 
mortgages, including extensions, of $117,017,- 
637, the largest volume of business for any 
corresponding period in the company’s his- 
tory. The net gain in outstanding guaran- 
teed mortgages was $25,345,743. Net profits 
for the year were $2,443,383. 


KANSAS CITY BANK EMPLOYES 
HAVE POPULAR SAVINGS 
PLAN 


A savInGs plan whereby employes and of- 
ficers of the bank may accumulate substantial 
amounts has just begun its nineteenth year 
at the Fidelity National Bank & Trust Com- 
pany, Kansas City. 

The plan, which is carried out by a special 
organization called the Fidelity Mutual Sav- 
ings Association, provides that members of 
the association may pay in either $3, $6, $9, 
$12 or $15 on the fifteenth of every month. 
After the amount which he wishes to pay in 
each month has been decided by the employe, 
he is issued a certificate registered in the 
trust department. 

The bank adds three cents to every dollar 
paid in by a member and these payments are 
at once credited to the member on the asso- 
ciation’s books. The lump sum so collected 
from all the members is then put to work 
in some choice investment recommended by 
the bank and passed on by its discount com- 
mittee. 

Withdrawals are discouraged and are al- 
lowed to be made only on the fifteenth of 
the month, after the fifteen days’ notice. They 
must be complete, that is, the total amount 
paid in must be withdrawn, though the mem- 
bers may then start a mew account. In case 
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of withdrawals, the trustees are permitted to 
pay either 5 per cent. interest for the time 
the money has been deposited, or one-fourth 
of the earnings after one year, one-half the 
earnings after two years, three-fourths the 
earnings after three years, or all of the earn- 
ings after four years. The balance of earn- 
ings left by withdrawals goes into the earn- 
ings’ account for the benefit of the other 
members. 

When a member's accumulation reaches 
$1000 he is required to withdraw the amount, 
with earnings, and may begin a new account. 

Earnings are pro-rated on January 1 and 
July 1 and credited to the accounts of mem- 
bers on the basis of the amount on deposit, 
as well as the time. 


MARINE MIDLAND STATE- 
MENTS 


A COMBINED statement of condition of the 
sixteen banks afhliated with the Marine Mid- 
land Group as of December 31, 1930, showed 


ERNEST STAUFFEN, JR. 
Chairman of the directors of Marine 


Midland Corporation. 


capital of $34,175,000, surplus of $28,015,- 
000, undivided profits of $17,636,507, de- 
posits of $465,569,844 and total resources of 
$586,092,570. 

In reporting to stockholders of the Marine 
Midland Corporation, the holding company 
which controls the banks in the group, George 
F. Rand, president, stated that deposits of 
the present constituent banks and trust com- 
panies had increased from $430,153,243 as 
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of December 31, 1929, to $442,130,184 as 
of December 31, 1930, excluding cash on 
deposit by the corporation itself. 

“This increase in deposits under existing 
conditions is most gratifying,” said Mr. Rand. 
“Many new accounts including those of cor- 
porations of national standing have been 
added during the year and our depositors 
now number approximately $375,000... . 


te) BLANK-STOLLER 
Georce F. Ranpb 
President Marine Midland Corporation. 


“The investments of the Marine Midland 
Banks have increased from $96,820,268 to 
$147,545,875. Their character has been ma- 
terially strengthened. . . . 

“The balance sheet of Marine Midland 
Corporation as of December 31, 1930, shows 
a capital and surplus of $110,268,228. The 
net earnings of Marine Midland Corporation 
and the present constituent banks and trust 
companies and security affiliates, as shown 
by the consolidated operating statement, 
equals $1.51 per share of stock outstanding 
in the hands of the public.” 
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INTERNATIONAL ACCEPTANCE 
BANK HAS GOOD YEAR 


THE year ended December 31, 1930, was 
one of satisfactory development both as to 
acceptance activity and volume of deposits 
for the International Acceptance Bank, Inc., 
New York, according to announcement by 
F. Abbot Goodhue, president of the com- 
pany. The net earnings after taxes and after 
making ample reserves for all contingencies, 
were considerably in excess of the dividend 
requirements, leaving a substantial amount 
to be passed to undivided profits. Although 
the actual amount of acceptances outstanding 
at the end of the year was less than at the 
corresponding date of the previous year, the 
average amount outstanding during the year 
1930 was substantially in excess of the 
average for 1928 or 1929, as the following 
figures indicate: Daily average acceptances 
outstanding 1930, $89,900,000; 1929, $71,- 
039,000; 1928, $62,635,000. As in the 
past the International Acceptance Bank, Inc., 
has made every effort to maintain a satis 
factory diversification, both as to countries 
and commodities, of the credits which it has 
extended, and at the end of the year it was 
extending credit to thirty-five countries to 
finance thirty-nine major commodities. 


WILL ROGERS’ ADVICE 


Will Rogers in the New York Times 
writes as follows: 


“Everybody is saying that the 
trouble with the country is that people 
are saving instead of spending. Well, 
if that’s a vice, then I am Einstein. 
Since when did saving become a na- 
tional calamity? 

“I know it’s terrible for a non- 
authority like me to tell you to go 
contrary to expert advice, but I am 
telling you if you got a dollar soak it 
away, put it in a savings bank, bury 
it, do anything but spend it. ; 

“Spending when we didn’t have it 
put us where we are today. Saving 
when we have got it will get us back 
to where we were before we went 
cuckoo. 

“Yours, 
“WILL ROGERS.” 
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The relative cost of construction of bank buildings using the average cost in 1913 
as 100 per cent., calculated by the Tilghman Moyer Company, bank architects of 
Allentown, Pa., from current bills and quotations for the kind of labor and material 


used in bank construction. 


Quantities are weighted to the ratio for this type of 


building; allowance is made for changes in efficiency of labor, etc. 


BANK STOCK RECOVERY IN 1931 


At the lows of December 17, 1930, the 
open market value of sixteen New York City 
bank and trust companies showed a shrinkage 
of 72 per cent. from the high of October 14, 
1931—fourteen months of drastic decline, 
according to figures compiled by Morris A. 
Schapiro, of Hoit, Rose & Troster, New York. 


Based on the six weeks’ recovery which fol- 
lowed, some $800,000,000 were added to the 
open market value of these shares, which 
now stands at about $3,600,000,000. The 
current yield of 4.09 per cent. compares with 
a yield of 4.75 per cent. on January 1 and 
with 5.56 per cent. on December 17. 
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Chemical Bank Has Good Year 


T the annual meeting of the 
Aiszsisiter of the Chemical 
Bank and Trust Company, New 

York, Percy H. Johnston, president, re- 
ported on the results of the 107th 
year of the bank’s history. Deposits, 
he reported, as of December 31, 1930, 
were $360,689,016.35, an increase of 
$21,583,356.71 over the corresponding 
date in 1929. For the year 1930 de- 


© stanx-sto.ter 
Percy H. JOHNSTON 
President the Chemical Bank 
Trust Company, New York 


and 


posits averaged $62,181,749 more than 
those in the year 1929. 

Concerning the events of the last 
year, President Johnston said: 


On January 2, 1930, $5,000,000 was trans- 
ferred from the undivided profits account to 
the surplus account by order of the board of 
directors, raising that amount from $15,000,- 
000 to $20,000,000. 

The most important event during the year 
occurred in September when Chemical Na- 
tional Associates, Inc., was merged with the 
bank and Chemical National Company, Inc. 
The bank, by virtue of this merger, increased 
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its capital from $15,000,000 to $21,000,000 
and its surplus and undivided profits from 
$22,700,000 to $43,700,000; and Chemical 
National Company, Inc., increased its capital 
and surplus from $9,500,000 to approximately 
$19,000,000. More than 75 per cent. of the 
shareholders of the bank and associates voted 
in favor of the merger and there was not one 
dissenting vote. Following the merger, the 
name of Chemical National Company, Inc., 
was changed to Chemical Securities Corpo- 
ration. 

During the year money rates were low 
and the bank pursued a conservative policy 
in maintaining an unusual degree of liquidity; 
these conditions prevented the bank from 
taking advantage of its potential earning 
capacity. ... 

After charging to earnings account all ex- 
penses, pensions and extra compensation to 
employes, and after charging off all losses and 
setting up tax and other reserves, the disposi- 
tion of the balance of the year’s earnings was 
as follows: 


Dividends amounting to 18 
per cent. on the shares of 
the bank 

Special reserves 
gencies 

Reduction in book values of 
banking houses 


Added to undivided profits. . 


$2,970,000.00 
for contin- 
850,000.00 


300,000.00 
408,515.71 


*$4,528,515.71 

*This figure does not include the earnings 

of Chemical Securities Corporation, all of the 

shares of which are held in trust for the 

benefit of the shareholders of Chemical Bank 
& Trust Company. 


Concerning the economic events of 
the last year, Mr. Johnston said: 


Many thoughtful people believe that the 
present depression has about run its course. 
We share this opinion and believe that in- 
dustry and business will revive and return to 
sounder and more old fashioned principles, 
where wealth is created by work and en 
deavor and not by the process of marking 
up values over night. 

The nation has had a costly and sad les 
son but we are confident it will profit by 
past mistakes and in the end will emerge 
stronger and sounder than ever before. Fortu- 
nately, we are a creditor nation and our 
great banks are in a sound and liquid posi 
tion and are amply fortified to meet the new 
and expanding needs of business that will 
inevitably come. 
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Unit vs. Group and Branch Banking 


In this new book, Banking Concentration in the United States (Bankers Publishing 
Company, $5), Joseph Stagg Lawrence presents some interesting facts in regard to 


this important banking question. 


Mr. Lawrence is the author of Stabilization of 


Prices and Wall Street and Washington. 


immediate and vital concern to the 

banks of the United States. The 
movement of numerous banks into 
groups or chains, the mergers, and the 
disappearance of several hundred banks 
annually through failures, are influences 
tending to reduce the number of “unit” 
banks, and possibly to threaten the com- 
plete disappearance of what is now 
commonly called the “unit” banking 
system. 

It is true that there seems at present 
to be a temporary halt in the merger 
movement, and no general system of 
branch banking has been authorized by 
Congress. But Mr. Lawrence shows 
that the tendency in the direction of 
banking concentration has already pro- 
ceeded far. He says: 

“One per cent. of our banks hold a 
trifle more than 46 per cent. of the re- 
sources of all our banks, and about 
three-quarters of the nation’s commer- 
cial deposits. The resources of the 272 
chains aggregate $12,500,550,000, and 
are equal to about 17 per cent. of our 
total banking resources. Our chains, 
plus our 250 largest banks, slightly ex- 
ceeding in number 2 per cent. of our 
banks, control 63 per cent. of the 
nation’s banking sinews.” 

He further points out that on June 
30, 1930, there were 3440 branch banks 
in Operation. 

The usual complaint against the small 
unit bank is that it is unsafe as com- 
pare! with the big bank. It is also 
said to be less profitable. Readers of 
the hook will be interested and perhaps 
surprised to see how these views meet 
a practical analytic test. 


Tim volume treats of a subject of 


In order to find out which type of 
bank is safest for the depositor, most 
profitable for the stockholder and most 
useful to its customer, Mr. Lawrence 
has divided all of the banks in the 
country into four distinct groups, rep- 
resenting the large city bank, the 
medium-sized bank, the country bank in 
states where failures have been few, 
and the country bank in the so-called 
“distress areas” where failures have been 
numerous. 

He has gathered together the facts 
and figures on the operating and bal- 
ance-sheet experience of these groups. 
From them he has evolved tables and 
charts to show the reader how these 
various groups actually compare. 

The thorough analysis of these vari- 
ous groups of banks, and the clear 
presentation of the results of it, afford 
the banking student a sound basis for 
the study of the bank concentration 
movement. If opposed to branch bank- 
ing on the ground that it is “contrary 
to genius of American institutions,” you 
will find that the evidence here assem: , 
bled disposes of that view; if, on the 
other hand, you think that branch 
banking is in all respects the perfect 
system claimed by its advocates, you 
will find that belief rudely jarred. But 
you will have the facts respecting ‘both 
systems of banking fully presented, and 
commented on with a clearness and 
freshness of style rarely found in bank- 
ing literature. 

What are the conclusions the author 
himself reaches? Let him answer: 

“In the first place it cannot be said 
that an emergency exists in any sense 
(Continued on page 292) 
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Bank Secondary Reserve 
and Investment Policies 


By 
PAUL M. ATKINS 


Engineer-Economist 
Ames, Emerich & Co., Inc. 


During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and much 
attention is now being given the sub- 
ject at bankers’ conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problem—a book 
designed to be of practical helpfulness 
to executives charged with investment 
responsibilities. 


The author, Dr. Paul M. Atkins, 
has been making a study of this sub- 
ject for a number of years and this 
volume embodies the results of his 
interview of some three hundred Basie Factors Underis ng Bank We- 


different bankers, many of whom con- Size and Composition of a Primary 


. e rve 
tributed data based on their own ex- weet 9 aaa of a Second- 
perience. The Investment Account cf a Bank 


ORDER BLANK 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. » a 


Please send me, postpaid, a copy of “Bank Secondary Reserve and Investment 
Policies.” I agree to remit $2.50 within five days or return the book. 


Bank or Firm . 
Address 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


Sixty YEARS OF BRANCH BANKING IN VIR- 
cinta. By George T. Starnes, Associate 
Professor of Commerce, University of Vir- 
ginia. New York: The Macmillan Com- 
pany. $2.00. 


BECAUSE many of the state systems of bank- 
ing that existed prior to the Civil War fell 
into disrepute on account of the poor quality 
of the circulation issued by the banks, the 
safety of several of these systems has been 
obscured. Professor Starnes has, therefore, 
done good service in giving us a detailed and 
authentic history of one of the state banking 
systems that was sound and successful. His 
work is particularly timely, for he attributes 
the success of the system largely to its in- 
corporation of the Scotch feature of branch 
banking. He reaches this conclusion: 

“Therefore, the conclusion is justifiable that 
the banking system of Virginia prior to 1860 
compared favorably with that of any other 
state in the Union. That there were many 
mistakes and that the policies adopted often 
fell far short of modern banking standards, 
is undeniable. But we have been unable to 
discover that any incorporated Virginia bank 
ever failed, or that any man ever lost a dol- 
lar by a Virginia bank note until the banks 
were engulfed in the general ruin caused by 
the Civil War. For the shareholders 
the banks earned fair dividends, though not 
extremely large, except in a few instances. 
They collected the free capital and turned 
it to the assistance of every form of industry 
within the state. The chief characteristics of 
the system were broad regulations, liberal 
powers, freedom of action and few restric- 
tions. The final result was a banking system 
which merited and won the entire confidence 
of the people.” 

This is a deserved tribute to the soundness 
and efficacy of one of the country’s early sys- 
tems of state banking. 


Tue History OF THE UNION BANK OF ScorT- 
LAND. By Robert S. Rait, Principal and 
Vice-Chancellor of the University of Glas- 
gow. Glasgow: John Smith & Son, Ltd. 
15 shillings. 


THERE are no banks in the world whose his- 
tory is more instructive than that of the banks 
of Scotland. It is peculiarly gratifying, there- 
fore, to have the story of one of these great 
institutions related by one so competent for 
the task as Principal Rait. 

The cash credits and the note issues of the 
banks of Scotland have long been favorite 
subjects of study to all who have an interest 
in the highest utility of banking service. If 
these functions have now considerably de- 
clined from the important place they once 
held, this has been due to changing condi- 
tions, and has not impaired the interest justly 
attaching to these services in themselves. An- 


other characteristic of the banks of Scotland 
has been their remarkable record for safety 
and profit. This record is all the more 
notable for having been made in a country 
of somewhat limited natural resources and of 
only -a moderate wealth possessed by its in- 
dividual inhabitants. That it has been 
achieved despite these drawbacks must be 
ascribed to the sterling character of the 
people, and especially to the integrity and 
skill with which the banks have been managed. 

The volume under review fittingly com- 
memorates the centennial of the Union Bank 
of Scotland, for the bank was founded in 
1830. Originally the title was the Glasgow 
Union Banking Company. Within seven 
years of its foundation the bank had negoti- 
ated the first of the seven important amalga- 
mations with the banks whose earlier history 
is related in the volume, and with one excep- 
tion these unions all took place within the 
period 1836-1849, in the course of which the 
parent company transformed itself into the 
Union Bank of Scotland. The chapters re- 
lating to these earlier banks are specially in- 
teresting for the account they give of bank- 
ing under conditions very different from 
those now existing. 

To pursue the history of the varent bank 
and its constituent members through all the 
details so carefully set forth by Principal Rait 
is not possible here. But all who are inter- 
ested in the study of banking may profit by 
reading the volume itself. 

In its hundred years the Union Bank of 
Scotland has had but seven general managers, 
namely, James A. Anderson, James Robertson, 


»Charles Gairdner, Robert Blyth, Arthur C. D. 


Gairdner, George J. Scott, and Norman L. 
Hird. 

From the concluding paragraph in the vol- 
ume this quotation is taken as fittingly char- 
acterizing the bank's history: 

“To the Union Bank in its centenary year 
may be applied the words which were proudly 
used by the directors at the close of the . 
financial panic of 1857: “The bank has never 
been in a more sound and prosperous state.” 
The intervening seventy years and more have 
given a new meaning to the words, for the 
prosperity of 1930 would have seemed to 
the board of 1857 none other than a fairy 
tale. Yet there has been no fairy tale and 
no fairy Godmother, and the Union Bank 
was born a hundred years ago with no silver 
spoon in its mouth. Hard work, honest pur- 
pose, prudent adventure, inspired by a confi- 
dence as far remote from fatuous optimism 
as from helpless timidity, have built it up. 
. ... The story of the Union Bank, happy 
in many respects, has been specially happy in 
the absence of controversy and in the gen- 
erous and well repaid confidence bestowed 
upon those who have borne the responsibility 
for the welfare alike of the company and of 
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The Service Charge 
on Demand Deposits 


By W. GORDON JONES 


Points the Way to Greater 
Banking Profits 


It explains the purpose of the service charge for un- 
profitable checking accounts; 


—shows how to differentiate between the profitable 
and the unprofitable accounts by means of a sim- 
ple analysis; 


—tells how the service ‘:arge has worked out in in- 
stitutions where it has been tried out; 


—gives practical information as to the © ind sim- 
plest methods for installation and operation of it; 


—and gives some of the common forms used in in- 
stallation and operation. 


Every banker who is interested in making 
greater profits for his bank needs this 
timely and informative book. 


SEND FOR IT TODAY! 


BANKERS PUBLISHING COMPANY 

71 Murray Street, New York, N. Y. 
Please send me, postpaid, a copy of The Service Charge on Demand Deposits. 
I agree to remit $2.50 within five days or return the book. 


Bank or Firm 
Address 
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—this book stands alone——“ a thorough and 
systematic treatise in a field as yet virtually un- 
touched.”—American Banker. 


it will tell you how 
the Par Clearance System 


— 
LEARING 
(ecTIo? 
= 
— affects your bank 
E. SPAHR 
—whether you charge exchange or remit at par. If you 
charge exchange, the system is taking away some of your 
profits by driving your customers to par remitting banks. 
It you remit at par, the exchange-charging banks are 
taking an unfair advantage of you, by charging exchange 
on their own checks, and collecting yours at par. Do 
you know how the par clearance system originated? Do 
you know the economic saving it has accomplished? Do 
you know how widespread it is? You need all these facts 
to make a rational decision whether your bank shall con- 


tinue its present policy or change. You will find them in 


The Clearing and Collection of Checks 


By WALTER E. SPAHR 


You can order this book on 5 days’ approval from the 
Bankers: Publishing Co., £1 Murray St., N. Y. 
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the public whose t the company has 


Here is, in a nutshell, the author's position 
guarded.” 


as to the cause of panics: 

“Can any one who looks for the causal 
factors in the panics of °93, 1901, 1907 and 
1929, seriously believe that these were not 
the results of men’s manipulations, but that 
they were derived from some undetermined 


Our Mysterious PANnIcs, 
Charles Albert Collman. New York: 
William Morrow & Co. $2.00. 


1830-1930. By 
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To the author our panics are not mysterious. 
They all originate from the machinations of 
a group of men who may fittingly be called 
financial buccaneers. But, admitting the cor- 
rectness of this view, these gentry could 
hardly carry out their schemes without proper 
stage setting, and in the absence of neces- 
sary materials. That is, if you want to start 
a fire you can do so by putting a match to 
the dry grass of the prairie, but not by apply- 
ing the match to the Atlantic. 

Mr. Collman informs us that there are no 

ethical standards in the Wall Street game. 
This indictment is perhaps too sweeping. To 
the extent that it is true and in so far as it 
applies to the New York Stock Exchange, 
the charge should cause serious concern. For 
an absence of ethical standards on the part 
of that organization would invite the public 
wrath and give rise to governmental regula- 
tion to an extent that might seriously hinder 
the legitimate operations of the exchange. 
_ In the opening chapter the author sketches 
in dramatic narrative the course of things 
leading up to the 1929 catastrophe. Subse- 
quent chapters tell, in the same interesting 
manner, of the other crises visiting the coun- 
try in previous years. 


economic features?” 

Could this simple explanation of the cause 
of panics be accepted, all we should have to 
do in order to prevent such untoward events 
from happening would be to lay hands on 
these malefactors and restrain their nefarious 
doings. 

In conclusion the author says “that false 
optimisms are more pernicious than lack of 
faith, and that if we fail in marching abreast 
of amendment, by checking, at periods of 
exceptional activity, the unwise promotion, 
the disastrous speculation, and the demoraliz- 
ing fraud, which invariably accompany them, 
and that if we are neither strong nor wise 
enough to stem the waste in accumulating 
investment capital, which is at the bottom of 
all such upheavals, we shall not succeed in 
placing an end to the calamities of panics.” 


NEW BOOKS 


THE Economic War. By George Peel. New 
York: MacMillan. $4.40. 

PicTURE OF WorLD Economic CONDITIONS 
IN THE EarLy FALL oF 1930. New York: 
National Industrial Conference Board. 
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$2.65. Statistical studies of fifteen Eu- 
ropean and twelve American countries, with 
seventeen original articles contributed by 
foreign correspondents of the Conference 


Board. 


THE House oF Morcan; A Social Biography 
of the Masters of Money. By Lewis Corey. 
New York: G. Howard Watt. $95.15. 


A biography of the great financial institu- 
tion which has played such an important 
role in the development of American in- 
dustry and finance. 


NATIONAL AND STATE BANKS; a study of 
their origins. By Leonard C. Helderman. 
Boston: Houghton. $3.15. 

The principal banking systems in this coun- 
try from the time of the panic of 1837. 


HANDBOOK OF COMMERCIAL 
AND FINANCIAL SERVICES 


Tue Special Libraries Association, an or- 
ganization made up of the librarians of banks, 
insurance companies, publishers, and business 
concerns of all kinds, has compiled a hand- 
book of commercial and financial information 
services which lists 214 information services, 
describing the type of information each of- 
fers, its cost and frequency of publication. 
The introduction contains a functional an- 
alysis and an appraisal of the services by ex- 
perts in the fields of finance, sales, advertising 
and insurance. 


TRUST MORTGAGE HANDBOOK 


A HANDBOOK for the Administration of 
Trust Mortgages has been published by the 
Trust Company Division, American Bankers 
Association. The purpose of the book is to 
give a practical and tested system for the 
administration of trust mortgages. In brief 
and simple form it outlines a complete plan 
of organization, duties to be performed, rec- 
ords essential for efficient administration and 
a complete set of twenty-five forms, in actual 
size, on sheets of colored paper, for quick 
identification. 


INVESTMENT HOUSE 
ACTIVITIES 


A RECORD of the nation’s financing activities 7 
for 1930 is contained in the new volume of © 
““American Underwriting Houses and Their | 
Issues with Classification according to In | 
dustry and Country,” edited by Otto P. J 
Schwarzchild. 

The new volume reveals the banking con 
nections of corporations; all financing done in 
a specific industry with the names of the 
bankers and their associates interested in such ~ 
specific industry as well as the public under” 
writing activity of every American banking ” 
house. Therefore, the volume provides im 
portant supplementary credit information by 
showing the syndicate associates of an im — 
vestment house and companies publicyg 4 
financed. 

The book also lists American and Canadian 
accountants, engineers, appraisers and law” 
yers, and the issues in connection with which | 
their reports have been referred to in pub | 
lic offerings. 3 


ay 


(Continued from page 287) 
of the word which would call for hasty 


action on the part of Congress. 

“The second conclusion which may be 4 
drawn from this study is that the case — 
between large-scale banking and unit | 
banking is left a stalemate.” 

Many passages in the book are worthy ~ 
of quotation and approval. That treat 
ment has not been followed for the rea- 
son that, in justice to the author, the 
entire work should be read in order to 
obtain his viewpoint. The volume as a 
whole may be commended to all bankers 
and others who wish to have definite 
and trustworthy information in regard 
to a very live banking problem. 








